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Railroad Conditions More Favorable—The Effect of Lower Discount Rates—Tax-Free Bonds 
a Serious Problem—Congress Meets Again—The Market Prospect 


ful view of the outlook is based on a few concrete 

instances of improvement such as the better railroad 
condition, larger movement of iron and steel, heavy shipments 
of grain, generally lower trend of money rates in conjunction 
with the greater supply of funds, and finally a somewhat more 
active and rising stock market. 

These factors, of course, are all favorable and that they 
should be reflected in the better business sentiment is natural. 
However, it is hardly likely that improvement can be anything 
but very gradual, if indeed, it is hot attended by many set- 
backs. There are still many disturbing features in the general 
situation and they will continue to exert their effect. Never- 
theless conditions are somewhat better today than at the end 
of last winter and will probably continue to improve at least 


during the autumn months. 
* 8 # 


URTHER progress has been made 
toward the financing of the railways. 
Not only has President Harding reasserted 
his intention to have Congress, which is 
now again in session, pass the railroad funding bill, but he 
has apparently secured the support necessary to get congres- 
sional action. Meanwhile, the Government itself has found 
better response than had been expected among bankers for 
its offerings of car trust certificates on a 6% basis. This is 
the lowest rate that railroad securities have commanded for 
a good while past, and, while there are some special features 
in connection with this issue of certificates, which give them 
a rather peculiar position, it is decided evidence of improve- 
ment in railroad credit that even the best can be marketed, 
as things stand, at 6%. 
Further development of the railroad consolidation plan has 
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Sc TING of business sentiment toward a more cheer- 


RAILWAY 
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been undertaken by the Interstate Commerce Commission, 
which is now said to be in the last stages of a consideration 
of the scheme developed by Professor Ripley of Harvard. 
It will be a long time before any such scheme goes into effect, 
even on the quickest schedule, since hearings must be held, 
much work must be done, and eventually an agreement arrived 
at among the various interests involved in any particular road 
before a consolidation plan could be acted upon. Brokers, 
however, foresee a beneficial speculative influence even in 
the tentative announcement of the consolidation scheme. 

A more solid and constructive factor is found in the con- 
tinuous enlargement of railroad earnings which have steadily 
progressed toward a condition approximating that of pre-war 
times. Within the past week or ten days, moveover, increased 
movements of freight have necessitated an enlargement of 
personnel with corresponding reduction of unemployment 


among railroad labor. 
» 2-8 


HE action of the Federal Reserve Bank 


iene of New York in reducing its discount 
RATES rate to 5% has been expected for some 


time past and may be followed by similar 
action in other districts. How many districts will thus follow 
suit remains to be seen, but there are several in which such 
action is certainly not favored by local bankers and is hardly 
warranted in any case. Whether it is warranted in the New 
York district is already a subject of rather sharp discussion. 
Certainly it was fully warranted if judgment be based upon 
the reserve holding of the bank. On the other hand, the 
danger of increased inflation is imminent throughout the whole 
country, and is greatly aggravated by the presence of 80 
excessive a gold stock as is now on hand in the banks in 


general. 
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There is no doubt that an expansion of credit correspond- 
ing to the growth of reserves would be disastrous in bringing 
on a new era of artificial prices. On the other hand, it would 
seem that there is much reason to question the effectiveness 
of this reduction in reserve rates. But little influence can be 
exerted by it on the market, save as a result of reduction of 
their rates by commercial banks. This situation is clearly 
evident in the West, where the public has been demanding 
low rates at reserve banks without recognizing that local banks 
are charging 10% while the reserve rate is already down to 
6%. In the Eastern states, the rank and file of bankers are 
apparently disposed not to inaugurate a fresh campaign of 
inflation. This makes it doubtful whether the reduction in 
rates will do more than enable the borrowing banks to pare 


off a profit on their discounts. 
* 8 *& 


URING the past two weeks the Sec- 
retary of the Treasury has sold 
$600,000,000 of tax free notes and cer- 
tificates of the Government of the United 
States. At the same time, the joint stock land banks have 
prepared the way for a large issue of tax free issues and have 
begun offering them. Secretary of Labor Davis estimates 
that there is about $500,000,000 of municipal and state 
bonds (tax free) ready for distribution throughout the-United 
States. It is true that some portion of these great issues (as 
in the case of the Treasury certificates) takes the place of 
outstanding securities which have matured and for which 
funds have to be supplied. Nevertheless the fact remains 
that the issues have been and are being made, and that even 
when they replace others which are funded into them, they 
nevertheless continue to take the place of industrial bonds 
subject to taxation which might otherwise compete with them. 
A large portion of the bonds referred to consists, more- 
over, of new offerings which actually take the place, and 
hence prevent the sale, of private securities that would other- 
wise appeal to investors. It is unfortunate that there should 
be any such great and continuous issues of Government bonds 
for any purpose, but it is more than regrettable that they 
should be sold on a tax free basis, which gives them a status 
against which other securities cannot compete. 

The tax free bond problem has already become an ex- 
ceedingly serious question from the standpoint of taxation; 
It is today a growingly difficult matter from the standpoint 
of investment. The situation created by it is one which must 
be corrected, if there is to be any satisfactory return to a 
state of things in which private business enterprise has at 
least a fighting chance to equip itself with the capital it needs. 

a ae 
HE reassembling of Congress after a 
month’s holiday finds Federal prob- 
lems very much as they were at the date of 
adjournment. Conditions have not im- 
proved or simplified themselves materially during the recess. 


TAX FREE 
BONDS 


REASSEMBLING 
OF CONGRESS 


About all that has been accomplished in committee work has 
been the completion of a tax measure by the Senate Finance 
Committee which is now ready to be discussed by the Upper 
Chamber. How long it will take to pass this measure must 
be regarded as doubtful. By a show of party strength, it 
would perhaps be possible to secure adoption with but little 
delay. But the use of such measures of compulsion is open 
to serious question as a matter of wisdom. 

There is a strong group in both Houses which is antagonis- 
tic to the application of drastic administrative control, besides 
being hostile to any very great revision of existing tax systems. 
In these circumstances, it may be found the wisest course to 
allow discussion to drag somewhat, and thus to wear itself 
out. Should that plan be followed, it may well be doubted 
whether very much more would be done during the extraor- 
dinary session of Congress than to adopt the tax revision 
measure. This would push tariff action over into the coming 
winter,—a probability which has for some time past been 
foreseen, and which will be regretted by but few. The rail- 
road funding bill has certainly a chance of enactment, espe- 
cially in view of the vigorous support which President Hard- 
ing’s Administration is giving to it. 

* 8 & 
HE new tax bill as agreed upon by the 
MODIFYING Senate Committee contains two im- 
THE TAX BILL portant features. One is the increase in the 
ordinary rate of tax upon corporation in- 
comes to 15% as against the rate of 12% fixed by the House. 
The other is the determination to postpone the repeal of the 
excess profits tax until the first of January, 1922. Neither 
change is satisfactory to the business community, and neither 
is in line with the promises that have been made in the past 
by the Republican party managers. 

The retention of the excess profits tax and of the higher 
brackets of the income tax for an additional year is in opposi- 
tion to the distinct pledges made during the campaign, while 
the enlargement of the rate of the ordinary corporation income 
tax simply spreads out the burden now represented by the 
excess profits tax over a larger area during the period subse- 
quent to the date when the repeal of the excess profits tax 
becomes effective. 

* 8 # 
HE majority of developments continue 
to be along constructive lines, and 
with the market still at a comparatively low 
level, the investor who buys sound securities and exercises 
patience should eventually be rewarded. 

The improvement in the rails is welcome, but great caution 
must be exercised in this group, as many comparatively good 
statements are being made at the expense of maintenance. 

Numerous attempts to depress prices are occasionally mee!- 
ing with success, and this is to be expected in a period like 
the present when the change from depression to prosperity ‘s 
likely to be in waves and somewhat seasonal. 
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The Effect of Passed Dividends on 
Security Values 


More Than Half the Leading Companies Have Suspended or Reduced Payments 


phase of the security situation, 

namely, the effect which the pass- 
ing and curtailment of dividends has had 
on various groups of stock issues listed on 
the New York Stock Exchange. A 
iry examination of the stock market 
column in the daily newspaper reveals the 
that some very striking changes have 
takcn place in the relationship between 
ips of securities as compared with that 
existing in the spring of 1920. While it 
is true that some groups of stocks, par- 
ticularly the sugars and the metal issues, 
have declined more, proportionally, than 
others, the fact is that with only one ex- 
eption—the public utilities—the changed 
dividend situation has resulted disastrously 
so far as the market price of all issues 
involved are concerned. 

The question as to how far the market 
has discounted the passing and curtail- 
ment of dividends, those which have 
already passed into limbo and those which 
are likely to follow, can only be determined 
by a specific analysis of each group, its 
position and prospects, and then by an 
analysis of the particular company within 
each group, with special reference to its 
position in the industry, its earning power, 
character of management, and finances, 
etc. This will be attempted in the section 
which deals with each individual group. 

There, are, however, several interesting 
conclusions to be drawn on the general 
market from the facts available. Of 
salient importance is the fact that out 
of the fifty leading companies listed in 
the attached table seventeen companies 
have entirely suspended their dividend 
rates on at least their junior issues and 
eleven have made reductions. The only 
actual instance of an increase is Ameri- 
can Tel. & Tel., which advanced the 
annual rate from $8 to $9 a share, the 
Pacific Oil. disbursement being of no 
practical importance in this discussion 
on account of the recent formation of 
the compafy. In other words, out of 
fifty important companies over half 
have either suspended or reduced their 
dividend rates, with only one instance 
of an increase. The effects of the in- 
dustrial depression are plainly apparent 
in these figures. 


Stock Market Position 


When the stock market position of these 
groups of securities is analyzed there are 
even more interesting conclusions to be 
derived. Thus, while measured in terms 
f percentage of the highest rate of divi- 
lends paid on the average in the early 
vart of 1920, which is assumed to be 100%, 
the rate of disbursement equals 56%. In 
ther words the amount of dividends now 
being paid with regard to these fifty com- 
panies is 56% of the highest amount paid 
by them last year. Yet the respective 
issues are now selling at only 40% of the 
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To discussion relates to only one 
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highest market price attained by them 
in the Spring of 1920. The conclusion is 
apparent that, with reference to the actual 
passing and cutting of dividends in the 
past year and a half, the market has more 
than discounted this situation, even at the 
higher’ market prices now prevailing as 
compared with those of several months 
ago. A comparison of these figures (see 
graph) which show an average rate of 
disbursement of 56% as compared with 
100% last year and a stock market aver- 
age of 40% as compared with 100%, in- 
dicates that stocks have discounted the 
situation by an excess of about 16%. 
Of course, there is another factor to 
be estimated in the situation and that is 


AVERAGE DIVIDENDS & 
STOCK PRICE OF 50 
INDUSTRIALS 


100% Represents highest 
Dividends & Stock. Prices 
for all groups combined. 





that the market generally looks forward. 
Judging by the discrepancy between the 
decline in dividend payments and the de- 
cline in the market price of securities, it 
is evident that it is “the conclusion of the 
stock market,” to give it a personal char- 
acter, that there is still some distance to 
go before we have reached the end of the 
period of dividend abolition or curtail- 
ment. 

From the facts at hand, conditions 
would seem to favor such a conclusion. 
Certain companies, which will later be 
alluded to specifically are on the ragged 
edge with regard to their dividend pay- 
ments and unless there is a marked and 
early change in the general business situ- 
ation, it is altogether likely that these 
companies will be compelled to take 
drastic action. 

In that case, will the situation be offset 
by the resumption of dividends in in- 
stances where these have already been 
passed? This is a possibility, of course, 
and in fact there have already been a few 
instances of resumption of dividends in 
the past few months but these are not 
particularly significant on account of the 


relative unimportance of the companies 
involved. Careful scrutiny of the gen- 
eral economic situation and analysis of 
the condition of the various industries 
results in the conclusion that there is 
nothing to indicate that the companies 
which have passed or cut their dividend 
rates will be in a position to resume 
payments for a very considerable 
period. 

The copper and sugar issues are ex- 
cellent illustrations of this situation. Even 
the most generous estimate for these indus- 
tries does not validate any conclusion other 
than that their period of adjustment is 
still incomplete and that consequently the 
companies engaged in these industries 
must steer a careful course. Certainly 
it would be the height of folly for them, 
under present conditions, to resume their 
dividend payments. 


The Cheapest Stocks 


lt is not always true that the stocks 
which have fallen the furthest are the 
cheapest. Thus, the sugars which have 
fallen to only 26% of their highest price 
last year have practically, without excep- 
tion, discontinued dividends. On the other 
hand, the equipments have fallen the least, 
selling at about 73% of their highest 
values, but they are still paying dividends 
at practically the highest rate. In fact, 
it would seem, despite the apparent dis- 
crepancy of the figures, that the equip- 
ments are relatively cheaper than the 
sugars. However, there is another angle 
to this and that is simply the fact that 
while possibly the equipment companies 
have reached or nearly reached their 
highest point of earnings, at least during 
the immediate future, the sugar issues 
have certainly seen the worst, at least the 
industry is in about as bad shape as it 
can possibly be so that any conceivable 
change should naturally be for the better. 
So finally we have come to the conclusion 
that the sugars after all may be a better 
purchase than the equipments despite the 
fact that the latter are all prosperous and 
paying the highest rate of dividends, 
whereas the former are all in the doldrums 
and can’t tell from day to day what is 
going to happen to them. Such, however, 
are the ironic jests of the stock market. 
The best may be the worst and the worst 
the best. It all depends on the viewpoint. 

It would be unfortunate and misleading 
in this instance to view the market as a 
whole. While it is true that for certain 
periods it moves as a whole in one direc- 
tion, it is also true that Time inexorably 
causes profound changes in the inter- 
relationship between the groups within 
the market. There was a time last year 
when practically every group, with the 
exception of the public utilities, sold at 
their highest prices almost simultaneously. 
With the market practically at a 50% 
valuation as compared with the highest 
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figures last year it would naturally be as- 
sumed that each group would now be at 
a 50% valuation. But this certainly has 
not been the case. What has happened 
has been that some groups have declined 
much further than others and one group, 
the public utilities, has advanced against 
the general trend. The groups which have 
suffered the most, in their order, are as 
follows: Sugars, tires and motors, mining 
and metals, chemicals, oils, tobacco, steels 
and manufacturing. Those which have 
suffered least are the public utilities and 
equipments, 

From a reverse viewpoint, it is possible 
that the greatest speculative opportunities 
are to be found not in the groups which 
have suffered the least in the stock mar- 
ket but in those which have declined the 
most. Thus, the sugars, motors and 
metals possibly offer greater stock market 
opportunities than the public utilities or 
equipments regardless of the fact that the 
latter are in an infinitely superior position. 
This paradox, however, can be explained 
on the ground that the stock market looks 
forward and that with any sign of sus- 
tained improvement in the industries men- 
tioned the stock market recovery is likely 
to be very large. The market works both 
ways: it goes down very rapidly but it 
can also go up rapidly. Obviously stocks 
which have declined the most have the 
best chance of going up the furthest. 

The following groups contain all the 
leading factors in the respective industries. 
Factors on which conclusions have been 
based are, in the order of their im- 
portance: present and probable carly 
future conditions, the financial position of 
the company, the character of its manage- 
ment, and its earning power in a normal 
period, say, as in the period 1909-1914. 
It is only fair to point out that these con- 
clusions at best are only tentative and 
should be modified by conditions as they 


occur. Still, with due modesty, the writer 


feels that they give a fair enough picture 


of the situation and that they should be 
of some service to investors. Obviously, 
there has been no room in these articles 
for anything but the conclusions which 
are derived from the conditions stated 
above. 





Sugars 
1920 Present Dividend 
dividends cash rate prospects 
Amer. Sugar. ..$10.00 none poor 
Amer. Beet .... 8.00 none poor 
Cuban-Amer, ... 8.50 none poor 
Punta Alegre .. 11.50 none poor 











The important sugar companies whose 
shares are listed on the New York Stock 
Exchange have, without exception, abol- 
ished dividend payments on their junior 
shares. These companies include: Ameri- 
can Sugar Refining, American Beet Sugar, 
Cuban-American Sugar and Punta Alegre. 

It is not likely that these companies will 
be in a position to resume payments on 
their common shares for a long period. 
The sugar situation is nothing if not 
critical and the near-by prospect does 
not look encouraging. The Cuban crop is 
extremely large and it seems improbable 
that the present controlling interest can 
maintain the current level of prices much 
longer. The companies involved are in a 
weakened financial position and have been 
compelled to incur severe losses on ac- 
count of the great decline in raw sugar 
prices. 

However, as leading factors in the in- 
dustry, they should command credit suf- 
ficient to tide them over this period. 

Eventually, of course, this important 
industry will make some recovery and the 
factors engaged in it will benefit accord- 
ingly. The question arises as to when 


such recovery can reasonably be expect, 
This will depend primarily on the size ¢ 
the next world crop. Should it be 
siderably smaller than the last one, 
this is likely to be the case, if for ng 
other reason than that the straightened 
condition of the planters forbids extensive 
plantation work, the possibilities are that 
next Spring or so will see a rather im. 
portant advance in the price of this com. 
modity. In that case, of course, there will 
be an immediate reflection in the shares 
of these companies. 

Possibly the company in the best posi- 
tion of all is American Beet Sugar but 
even here conditions do not warrant the 
belief that immediate dividend resumption 
on the common stock is at all likely. 





Manufacturing Stocks 


1920 Present 
divi- 
rate 


Allis-Chalmers 00 $4, 
American Can 

National Enameling. 6. 00 
Westinghouse 4.0 
Worthington 











The leading manufacturing issues have 
the unique record of being the only group 
on the New York Stock Exchange which 
have thus far escaped abolition or curtail- 
ment of dividends. A glance at the large 
chart will indicate that the rate of dis- 
bursement is still 100% as compared with 
the highest paid. However, all is not 
rosy in this industry. While there have 
been no changes in the dividend rates as 
yet there are several instances, at least, 
where such action may be considered pos- 
sible, if not likely. Of the five companies 
in the attached table not one is in an 
impregnable position with regard to divi- 
dends. In other words, there is a possi- 
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lity of dividend change in four out of 
a of these companies. American Can, 
‘f course, is not subject to such 
change for the reason that no divi- 
dends are being or have been paid. The 
rate on National Enameling and Worth- 
ington Pump looks uncertain, as reflected 
by the market price of these stocks. Allis- 
Chalmers and Westinghouse, however, 
can probably continue to maintain the 
present tate although even this is not to 
be expected if conditions do not improve 
appreciably within the next six months. 








DOSI- 
= . Public Utilities 
1920 Present 
t10n divi- cash Dividend 
dends rate prospects 
Amer. Tel. ........ $8.00 $9.00 very good 
Consolidated Gas 7.00 7.00 very good 
— Pacific Gas......... 5.00 5,00 good 
People’s Gas....... none none uncertain 
Western Union..... 7.00 7.00 fair 











These companies are almost uniformly 
in a strong position, particularly the light, 
power, telephone and gas companies. The 
traction systems are still hard hit and have 
not come out of the woods yet, for the 
most part. 

Factors operating on the public utility 









vs situation are the declining operating costs 
4 and the higher rates which have been per- 


mitted. For the past two years or so con- 
ditions have been slowly improving and 
both gross and net earnings have shown 
a material appreciation. It is quite pos- 
sible, as in the case of Peoples Gas, that 
conditions may result in the resumption 
of dividend payments on the part of com- 
panies which have been compelled to 
suspend disbursement in the period when 
the public utilities were laboring under 
what seemed insurmountable difficulties. 

All of the companies, with the possible 
exception of Western Union, are in a 
strong position and should continue at least 
their present rates. Western Union has 
had to do some financing recently, which 
explains the attitude of the writer on the 
stock, but even here conditions have not 
reached the point where drastic dividend 
action is imperative. 





Automobile Companies 


1920 Present 
divi- cash Dividend 
dends rate prospects 
Chandler .......... 9.50 $6.00 uncertain 
General Motors..... 1.00* 1,00* uncertain 
Studebaker ........ 00 7,00 good 
Pierce-Arrow ...... none none poor 
White Motors ..... 4.00 4.00 fair 
* Add stock dividend of 1/10 of one 


share. 














Dividends on this class of stock, par- 
ticularly with reference to the leading 
issues, have been well maintained. In fact 
the automobile industry this year has done 
surprisingly well. The volume of sales 
has been large and good interest has been 
maintained by the leading makers of pas- 
senger automobiles. Truck makers, on 
the contrary, have sunk more deeply into 
the mire on account of the lethargic char- 
acter of their market. 

Several of the makers, especially Stude- 
baker, report very large earnings. How- 
ever, during the past month or so the 
prices on many cars have been cut and, 
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speaking generally, the volume of sales 
has declined so that the trend of earnings 
for the balance of the year should be 
downward. 

There are several companies whose 
dividend position is not beyond reproach. 
Among them are Chandler and General 
Motors. White, too, does not appear too 
sure of its dividend, although hopes are 
held out for the truck industry next year. 
The strongest of any is Studebaker, while 
Pierce-Arrow is a hopeless prospect so 
far as dividends are concerned, at least 
within a year or so. 














Chemicals 

1920 Present 

divi- cash Dividend 

dends rate prospects 
Allied Chemical....none $4.00 fair 
Amer, Agr. Ch 00 none poor 
Int. Agr. Chem. pfd 5.00 none fair 
U. 8S. Ind. Alcohol. 8.00 4.00 fair 
Virginia-Carolina 6.00 none poor 
Few companies have had to contend 


with such difficulties as those engaged in 
the chemical industry, particularly the fer- 
tilizer companies. Owing to the untoward 
developments in agriculture during the 


past year, the fertilizer companies have 
seen their businéss drop to small propor- 
tions, their surpluses almost eliminated 
and their earnings converted into deficits. 
The result has been a marked change in 
the dividend aspect of these securities. 
The three leading organizations—Ameri- 
can Agricultural, Virginia-Carolina and 
International Agricultural—have all been 
compelled to suspend dividend payments. 
In the case of American Agricultural 
and Virginia-Carolina Chemical the pros- 
pect for resumption of payments on the 
is rather remote. 
Agricultural Chemical appears to be in a 
better position and the fact that there is 
a large amount in accrued dividends on 
the preferred stock makes this issue at- 


shares 


tractive at current lev 


Chemical & Dye Corporation is affected 
unfavorably ‘by the current situation in 
chemicals and is likely to be unfavorably 
affected by the influx of German dyes into 
this country, which may be brought about 
by failure of Congress to enact protective 


measures. 


The U. S. Industrial Alcohol Company 
has recently halved its dividend to the 
Its business has diminished 
considerably but the company is in a satis- 


$4.00 rate. 
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SUGAR STOCKS, 











Once paid Now 
annually pays 

American Sugar Refining... .$10.00 0 

American Beet Sugar...... 8.c0 0 

Cuban-American Sugar 2.50 0 

Punta Alegre ............+. 4.00 0 

$24.50 0 

MANUFACTURING STOCKS. 

Allis-Chalmers ............. $4.00 $4.00 

American Can ............ 0 0 
National Enameling ....... 6.00 6.00 
Westinghouse ............. 4,00 4.00 
Worthington Pump ...... 6.00 6,00 
$20.00 $20.00 

EQUIPMENT STOCKS. 
American Locomiotive ...... 7.00 $6.00 
Beeler . scab ocuneedewesess 7.00 7.00 
American Car Foundry..... 12,00 12.00 
Railway Steel Springs...... 8.00 8.00 
$34,00 $33.00 
PUBLIC UTILITIES. 

American Tel. & Tel....... $2.00 $9.00 
Consolidated Gas .......... 8.50 7.00 
Pacific Gas & Electric..... 5.00 5,00 

Peoples Gas .....-....-+++ 8.00 0 
Western Union ........... 7.75 7.00 





$387.25 
MINING STOCKS. 





American Smelt, & Refining $7.50 0 
Anaconda .........0seeeees &.50 0 
Kennecott Copper ......... 5.70 0 
Inspiration ..........00+05. 8.00 0 
| 7a 14.50 2,00 
$44.20 $2.00 
TOBACCO STOCKS 
American Sumatra ........ $10.00 $8.00 
Tobaceo Products ......... 6.00 76.00 
United Retail Stores....... 6.00 6,00 
$22.00 $20.00 





t8Scrip 





The Changes in Dividends 


AUTOMOBILE STOCKS. 





Chandler $16.00 
General Motors ............ 1.00 
Btudebaker ............. 7.00 
Pierce-Arrow ............ 4.00 
White Motors ............. 400 

$32.00 


U. 8. Steel 
Crucible Steel .. 
Bethlehem Steel B 
Midvale 





CHEMICAL STOCKS. 








Once paid 
annually 
Allied Chemical ...... -. $4.00 
Amer. Agricul, Chem....... 8.00 
Intern’! Agri. pfd.......... 7.00 
U. 8S. Ind. Alcohol....... . 82,00 
Virginia-Carolina Chemical... 6,00 
’ $57.00 
OIL STOCKS 
a eee row 
Pan American A........... $10.00 
EE DUE ‘ccccsccccceces 6.87 
Sy GE Snatadesstuaceses 3.00 
Sinclair Cons. ............. 0 
$19.37 
RUBBER TIRE STOCKS. 
Ajax Rubber .............. $6.00 
Bat .condaeewcasesiédect 5.50 
Kelly-Springfield ........... 8.00 
Bed. BINED ccccctcaconcces 2.25 
GU, DB. BUBB ccccccciccess 8.00 
$29.75 





+Add stock dividend of 1/10 of one share. 
**8% in stock, 


*In common stock. 










$6.00 
1,00 
7.00 











$18.00 


















$8.00 







$1.50 











5.20 
3.00 






$15.70 






$5.00 




































factory position and should be able to 
maintain the present rate for several 
quarters, by which time conditions in this 
industry will undoubtedly have improved. 





* . > 
Mining Companies 
1920 Present 

cash Dividend 
rate prospects 
none poor 

none poor 

none poor 

none poor 

2.00 uncertain 











Only one of the five companies grouped 
in the attached table is still making pay- 
ments on its capital stock and that com- 
pany is Utah Copper. But even this rich 
company has been compelled to gradually 
cut down on the rate on its stock so that 
it now stands at only $2.00’a share, com- 
pared with the highest rate of $14.50 a 
share. 

The copper issues, in particular, have 
suffered exceedingly from the unfavorable 
position of the metal. With the price of 
copper down to 12 cents a pound, as 
against a price of over 25 cents a pound 
during the war years, and with an average 
price of about 14 cents a pound before the 
‘war, it is obvious that the earning power 
of these’ companies has been severely af- 
fected. 

The fact is that not one of these copper 
companies is earning money on its stock. 
On the contrary, deficits are piling up 
regularly. 

The outlook for copper is not encourag- 
ing during the next few months but 
eventually the large surplus which has 
held this industry back should disappear 
with resulting higher prices and conse- 
quent earnings for these companies. It 
is impossible to believe that under present 
circumstances dividends can be resumed 
within a period of at least a half year, if 
not longer, though eventually, of course, 
the leading companies will rise to the 
point where dividend resumption would 
‘be warranted. 





Dividend 

prospects 
U. 8. Steel lV . good 
Crucible 9. \. fair 
Beth, Steel ‘‘B’’.. \e fair 
Midvale 4 none uncertain 


~*Also stock dividends aggregating 100%. 











Of the four leading steel companies 
listed in the attached table, dividends are 
still being maintained on three, the only 
one having passed its dividend being Mid- 
vale. The Bethlehem Corporation has 
suffered considerably from the decline in 
steel business but fortunately has been 
able to maintain a fair rate of earnings 
on account of its shipbuilding activities. 
The dividend on this issue does not appear 
in a dangerous position, especially now 
that the steel. business seems to have im- 
proved a little. 

Crucible is paying its dividend out of 
surplus, which is still large, but the rate 
should be considered insecure if the com- 
pany’s business does not pick up materially 
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within the near future. U. S. Steel is in 
a good position with regard to its divi- 
dends. Probably the full rate on this 
stock will not be earned this year but the 
enormous surplus of the company would 
warrant dipping into this source for the 
purpose of maintaining the present rate of 
$5.00 a share. 

Generally speaking, the steel industry 
has turned the corner of depression but 
it should not be thought from this that 
days of high earnings are at hand. They 
are not. The upward ctimb will be a long 
one but eventually these companies will 
arrive at a more satisfactory stage. 





Tire Makers 


Dividend 
prospects 
poor 
5 poor 
Kelly- vepringtla ae good 
Lee Rubber 1.50 00 good 
U. 8. Rubber ly poor 


*3q in stock, 
** Also 124%% stock dividend. 











Depression in the tire industry during 
the early part of the year affected these 
companies severely so that in every case 
but one,cash dividends on the junior 
issues were completely suspended. 

The only important company maintain- 
ing its cash dividend rate is Lee Rubber, 
which is in a strong position. Kelly- 
Springfield has eliminated cash payments 
but has retained the stock dividend fea- 
ture. Probably this company is in the best 
position of all and cash dividend resump- 
tion within the next year is not at all 
unlikely. 

From a market viewpoint these issues 
seem to have more or less thoroughly dis- 
counted their present dividend position. 
Conditions have shown some improvement 
in the past few months. Bank loans have 
been liquidated and in general the finan- 
cial position of these companies has im- 
proved. 





Equipments 
1920 Present 

divi- cash 

dends rate 

Amer. Locomotive. a $€.00 
Baldwin 7.00 7.00 
Amer, Car Foundry.12.00 12,00 
R’way Steel Spring 8.00 8.00 











Practically the highest rate on these 
issues is still being maintained on the four 
leading issues— American Locomotive, 
Baldwin, American Car Foundry and 
Railway Steel Spring. These companies are 
in an exceptionally strong financial con- 
dition, particularly the first three men- 
tioned. and should continue the present 
rate of disbursement. Earnings, while 
satisfactory under the circumstances, have 
not been up to par. Nor is it likely that 
earnings will increase much for the bal- 
ance of the year as the railroads probably 
will not do much buying until 1922. How- 
ever, the dividends on these four issues 
appear secure, although this prospect is 
fully discounted by, the present position 
of the stocks concerned. From the point 
of view of profit possibilities, the equip- 
ments do not appear to me to be particu- 


larly attractive at these levels, although 
of course, they have higher investmen, 
value than most of the other groups. 





Oils 
1920 Present 
divi- 


Pan American ‘‘A’’. $6.00 
Du 


Sinclair Consolid. . “none 


o 8% in stock. 











In the past year or so there have heen 
no changes of importance in the dividend 
situation with regard to the oil stocks. 
The same rates maintained last year, for 
the most part, are still being paid. Ac- 
cording to the large graph the oil issues 
are selling out of line with their divide ds. 
Thus the rate of dividends is about 77% 
of the highest paid in the war-period, but 
the stocks are selling at only 40% of their 
highest value at that time. Obviously this 
is a great discrepancy. However, events 
recently indicate that earnings for the oil 
companies are not likely to be very large 
this year and possibly this may be the 
case next year. In that case there may be 
some dividend changes. 

The Pacific Oil Company seems to be 
in about as good a position as any, with 
Texas Company and Royal Dutch close 
seconds. Pan-American, on account of 
its Mexican Petroleum affiliations, appears 
to be under a cloud, but the essential facts 
seem to be so contradictory that it is im- 
possible to hazard an opinion. The Sin- 
clair Company can probably maintain its 
regular stock dividends although this will 
eventually affect the company’s power to 
pay cash dividends. 





Tobaccos 


1920 Present 

divi- cash Divide-d 

dends rate prospects 
-$10.00 $8.00 uncertain 
6,00* good 


6.00 good 


Amer. Sumatra... 
Tobacco Products. 6.00 
United Retail 


*In scrip. 











One of the surprising developments this 
year has been the exceptionally good 
showing made by the leading tobacco com- 
panies. It had been thought that these 
companies would be among the first to 
suffer in a period of depression such as 
recently witnessed, but this certainly did 
not turn out to be the case. The fact is 
that some of the tobacco companies seem 
to be in the best earning position in their 
history. 

The outlook appears fairly bright and 
the dividend rate on the more important 
issues secure. American Sumatra appears 
to be in the weakest position and the main- 
tenance of the present rate is problemat:- 
cal. Tobacco Products and United Reta! 
Stores, however, should be able to con- 
tinue their dividends. Unless, of course, 
depression in general business conditions 
gets to the point where it commences t 
affect even the tobacco companies which 
have thus far been surprisingly immune 
Still their good showing in 1921, a 
generally bad year, is a hopeful sign. 


THE MAGAZINE OF WALL STREET 





lows 


num! 
repr 
tries 
ment 


exter 
actu: 
the 

year: 
Rese 
to ir 
prin 
coun 
pers 
3. 
cond 
od | 
weel 
hun 





Forecasting — A Difficult Business 


An Open Letter by G. K. M. on an Important Change 


Wie the revival of interest and 
- of greater activity in the stock 
and securities markets, there is 
clearly developing an effort to renew the 
forecasts of stock market prices, or at 
least of “trends” in such prices, that have 
been frequent in past years. The forecast 
busivess has been at times a very profit- 
able field of activity, especially when there 
was a uniform movement of prices along 
tolerably obvious lines, so that forecasters 
were able to make correct predictions for 
at least a fair percentage of the time. 
Within the past two years, however, stock 
market forecasting has been extraordi- 
narily difficult, and a good many of the 
forecasters have been obliged to go out 
of business. Few, if any, of the predic- 
tions that have been made as to market 
mo\ements have been verified and the 
only successful organizations are those 
which have devoted themselves to accu- 
mulation and analysis of the facts at 
hand, 


Growth of Financial Reporting 


In lieu of the forecasting that has been 
done in Wall Street, there has developed 


anew and much more satisfactory system 
of financial reporting. This system lays 
no claim to ability to tell what is going 
to happen in the future, but confines its 
attention to giving reliable information 
concerning existing conditions. 


In the 
abler financial and banking offices, where 
careful study is made of what is going 
on in the financial world, interest has 
largely turned to the development of busi- 
ness indexes and “series,” especially those 
that have a bearing upon financial condi- 
tions. What these are may very briefly 
be stated. Some of the chief are as fol- 
iows: 

A survey of prices based upon index 
numbers and including the price series 
representing most of the important coun- 
trices of the world is of course funda- 
mental, 

Activity of credit as showing the 
extent to which bank deposits are being 
actually used in buying is measured by 
the figures, which during the past three 
years have been compiled by the Federal 
Reserve Board, and which show the debits 
to individual deposit account in all of the 
principal clearing house banks of the 
country. These figures have entirely su- 
perseded the older clearing house figures. 

3. In judging of banking and credit 
conditions directly, an entirely new meth- 
od has been introduced as a result of the 
weekly bank condition reports from one 
hundred cities, which are regularly made 
public at Washington. These, together 
wth the weekly Federal Reserve Bank re- 
ports, give a picture of actual bank con- 
di‘ions on a nation-wide basis and in an 
up-to-date way that has completely taken 
the place of the older methods of credit 
reporting. 

4. Interest and discount rates up to six 
years ago were never obtainable in any 
reliable fashion for the country as a 
whole. Today we have, in addition to 
the regularly published Federal Reserve 
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rates, official monthly statements from 
about 25 different financial markets 
throughout the country, which afford data 
concerning the actual movement of rates 
for the standard types of paper. 

5. Knowledge concerning discount con- 
ditions and the distribution of commercial 
paper and acceptances is now available in 
reliable forms not heretofore within 
reach. 

6. Bank credit departments are making 
scientific studies based on careful ac- 
counting and statistical analysis, of the 
general condition of firms in given lines 
of industry and trade, and the results are 
being made public as needed. 

7. Careful series of index numbers, 
showing the strength of buying throughout 
the country, are now compiled and issued, 
monthly or oftener. 

Interpreting the Market 

The results of careful financial report- 
ing, when digested and interpreted through 
the use of basic data of the kind just sum- 
marized, afford a means of analyzing 


market conditions that has never before 


been available to American financiers. 
Much of the information thus placed at 
their disposal is not yet appreciated—in- 
deed only the foresighted are as yet using 
it in a scientific way. There is nothing 
in such interpretatiom, however, no mat- 
ter how ably made, which permits any 
forecast of actual market prices to be 
arrived at. All that such work can do 
is to point out the direction in which finan- 
cial and banking elements in the general 
structure of business are moving, thus 
permitting the drawing of inferences as 
to what will occur if remedial measures 
are not applied. 

One outcome of the changing condi- 
tions with respect to financial information, 
the better organization of the monetary 
and discount market of the United States, 
and the reliable distribution of facts con- 
cerning credit and business developments 
is that speculation is growing distinctly 
more intelligent than has been the case 


of Financial Methods 


for a good while. There will always be 
a large percentage of unintelligent opera- 
tions, dealings that are based on “tips”— 
real or otherwise—pool operations and 
manipulations of one sort or another. 
These have been kept to a minimum, no 
doubt, by the growingly close oversight 
on the part of the Stock Exchange and 
of other financial bodies. What is said 
here refers to the attitude of the average 
man who is in the market as an investor 
or speculator. He now has the data with 
which to inform himself as to probable 
future developments. 

One feature of the financial changes 
that have occurred in the United 
States during the past five or six years, 
and of the better development of informa- 
tion that has taken place on the whole sub- 
ject has been the use of far more discrimi- 
nation and judgment on the part of in- 
vestors. 

This has been the result partly of the 
generally wider experience of the in- 
vesting public due to the great interest 
aroused by the Liberty bond flotations 
which for the first time made millions of 
potential investors realize that there was 
such a thing as a security market: and 
partly to the higher level of excellence 
displayed in the field of financial journal- 
ism as illustrated in the leading periodi- 
cals. Additionally there has been a sin- 
cere and for the most part successful at- 
tempt on the part of certain investigating 
organizations to present essential data 
concerning the financial situation from 
which sound conclusions could be de- 
rived and which in turn could be pre- 
sented to investors. 

The irresponsible “tipsters” and agen- 
cies which present conclusions unfounded 
in fact and for which no preparation in 
analysis has been made are doomed to 
pass. Their place is being taken by 
large organizations with the facilities 
for making investigation into every 
phase of finance and economics. The re- 
sult of course, shall be beneficial to the 
investor. 





To Protect Gold Mining 


Senators Ask Secretary Mellon to Endorse McFadden Bill to 
Maintain Gold Production 


All the Senators from the Western 
States have joined in a letter to the Sec- 
retary of the Treasury asking his endorse- 
ment of the McFadden bill, which proposes 
to maintain the normal gold production 
of the United States by an equitable 
adjustment between the producer and 
industrial consumers. The letter sug- 
gests that if he cannot approve the bill 
as it stands, he should “formulate a 
proposal for enactment by Congress to 
protect the gold mining industry from 
destruction and, in anticipation of the 
heavy foreign drain upon our gold re- 
serves, to provide for augmenting said 
reserve from sources of domestic pro- 
duction and thereby lessen the needs 
from further and extensive curtailment 
of credit which otherwise would result.” 


The letter sets forth that the produc- 
tion of gold in the United States has 
fallen from $101,000,000 in 1915 to $49,- 
500,000 in 1920, a decline of more than 
50%, due to the fact that the price of 
gold is fixed by the Government, while 
the cost of production has greatly in- 
creased. 

The consumption of gold in manu- 
factures and arts increased from $37,- 
920,000 in 1915 to $75,490,000 in 1919, 
an increase of 100%, due to the exces- 
sive demands for luxuries and the fact 
that the Government has been supply- 
ing industrial consumers with the metal 
at the pre-war price. The letter says 
that the normal process of deflation will 
not be sufficiently rapid to prevent a 
further decline in production of gold. 
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Can the Railroads Save Money by Electrifying? 


Alvin W. Krech States Some Very Pertinent Facts About This Interesting Subject 


Interview by BENJAMIN NORTON 


INTERVIEWING THE INTERVIEWER.—Benjamin Norton,: writer of the accompanying interview with 
President Krech, of the Equitable Trust Co., has had a long and varied career himself in practical railroad- 


After beginning in a subordinate position in the office of the local counsel of the New York & Canada 


Railroad (now the Northern Division of the Delaware & Hudson Co.), Mr. Norton worked up through var- 
ious offices to a vice-presidency of the Long Island Railroad and, later, to the presidency of the Toledo, 
St. Louis & Western, commonly known as the “‘Clover Leaf.” 


More recently, Mr. Norton has been engaged in the examination of railroad properties for various 
interests, also in editorial work. He has a wide acquaintance among railroad officials, a fund of anecdote, 
and some definite views on the present status and future outlook of the American Railroad properties. 
The Magazine hopes to be able to publish more of his interviews with prominent railroad and business 
men, as well as some of his original studies. 


economy on the part of individuals, 
business enterprises of all kinds, as 
well as corporations and especially the 
railroads. It is hardly necessary to explain 
in detail why this state of affairs now ex- 
ists. Most people know what the general 
conditions are. Economy is the watch- 
word of the hour and the facts warrant it. 
With the railroads, in particular, down- 
right frugality is necessary. Expenditures 
must be scrutinized with a more than 
watchful eye. Adversities which have 
followed in the wake of Government con- 
trol, and the actions 


‘i are days which call for rigid 


and traffic good. Until these conditions 
prevail, the railroads need practically all 
they receive in revenue to meet operat- 
ing expenses. 

Knowing the general railroad situation 
at present and what may be expected in 
the way of results from operating by 
steam power for the future based upon 
past operations I recently called upon Al- 
vin W. Krech, president of the Equitable 
Trust Co., to have a talk with him on 
the subject of the electrification of rail- 
roads and the railroad situation in gen- 
eral. He has gone into electrification so 


that airships will take the place of rail- 
roads_ altogether! Safety—speed—and 
marked economy may be centered in that 
particular method of transporting freight 
and passengers. The rule seems to be 
that what blooms with youth today suf- 
fers from old-age tomorrow. Inventive 
genius is busy all the time devising some- 
thing new—useful—economical. In no 
field has there been such strides as in the 
field of electricity and this eventually may 

be the chief civilizing element. 
“When we take up the question of oper- 
ating all railroad trains by electricity we 
find that, at present, 





of the Railroad La- 
bor Board are be- 
sieging them with 
cruel force. The rail- 
roads are struggling 
with poverty. 

The “carriers,” as 
we commonly call 
them, are between 
two forces — their 
duty to loyal security 
holders and their ob- 
ligations to an exact- 
ing public. To meet 
both demands, just 
now, requires unusual 
genius, indeed. It in- 
volves judicious econ- 
omy in providing and 
maintaining equip- 
ment, tracks, signals, 
bridges, and _ build- 
ings; and suitable fa- 
cilities in the way of 
transportation in gen- 
eral. All these de- 





it is not universally 
practical. Circum- 
stances must be right 
if satisfactory results 
are to be secured. 
There must be means 
of generating the 
electricity, transmit- 
ting it economically, 
and the volume of 
business offered must 
be taken into consid- 
eration. 

“In other words, so 
far as electrifying is 
concerned, every road 
must be a law unto 
itself. Some railroads 
may be so_ located 
that water power can 
be utilized to the best 
advantage for gener- 
ating electricity; but 
the traffic may be lin:- 
ited. Other lines may 
have an enormous vo'- 








pend upon the price of 
labor and supplies. 
This is the problem. 
He is an able manager who can solve it 
correctly. Every railroad executive knows 
that safety is the underlying principle 
which governs his actions. Substantial 
equipment, well-laid tracks and care in 
transporting freight and passengers are 
absolutely necessary. How far can he go 
in economy, then, in order to leave—be- 
yond any question—a liberal margin be- 
tween danger and satisfactory operations? 
In normal circumstances, the average 
operating expenses of the railroads should 
amount to around about 70 to 74% of the 
gross operating revenue. This means that 
wages must be fair and reasonable; the 
prices for materials and supplies normal 
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Latest type 265-ton electric passenger locomotive, C. M. & St. Paul Ry. 


thoroughly in connection with proposed 
substitution of electric service for steam 
on the Western Pacific system that no 
one seemed better qualified to discuss this 
all-important matter. 

Radical changes. like this must necessa- 
rily be considered from the angle of econ- 


omy. Will the substitution of electricity 
for steam result in more efficiency and 
less expense? 

“We can never tell what is coming 
next,” said Mr. Krech when I opened the 
subject. “In transportation, as elsewhere, 
the human instinct is for progress. The 
faster we go the better we like it. It 
might be, in the next fifty years or so, 


ume of business, but 
no water at hand to 
be turned into useful 
and economical account. 

“In my opinion, speaking broadly, elec- 
trifying railroads and abolishing steam 
power altogether seems to be a long way 
in the future. The tremendous outlay 
involved in substituting one for the other 
is a vital matter for consideration, too.” 

“You ask me,” Mr. Krech continued, 
“about the Western Pacific. 1 went into 
the question of adopting electricity on that 
road pretty thoroughly; but I found that 
the volume of business presented would 
not warrant the expense involved in mak- 
ing the change. It may be done to ad- 
vantage on that road some day, but not 
now, at any rate. 
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“] know that the Chicago, Milwaukee 
g St. Paul management have gone to 
great expense to put some of their far 
Western divisions under electricity,” Mr. 
Krech went on, “and would be very much 
interested to know just what results have 
been obtained up to now.” 

Having been in communication with Mr. 
C. F. Loweth, Chief Engineer of the St. 
Paul, on this subject, the writer was in a 
position to show Mr. Krech some state- 
ments in this connection. These he looked 
over very carefully. . 

Mr. Krech is a man who goes to the 
bottom of things. His range in affairs of 
the day is extremely wide. Besides being 
president of the Equitable Trust Co. and 
a director of twenty or more large corpor- 
ations, he is also a director in eight rail- 
road companies, is chairman of the Board 
of the Western Pacific Railroad and vice- 
president of the Chicago & Eastern 
Illinois. 

Regarding the St. Paul electrification 
by the way, these are the facts: This 
road now has two stretches of electrified 
railroad. The first development was 440 
miles, covering three mountain ranges, in- 
cluding the so-called “Continental Divide” 
extending from Harlowton, Montana, to 
Avery, Idaho. This division has been in 
operation for several years. The later 
application was from Othello, Washing- 
ton, to Tacoma, some 210 miles, and in- 
dudes not only the Cascade Mountains, 
but a long climb out of the Columbia Val- 
ley. There is now left between these two 
sections over 200 miles of railroad which 
will in time, no doubt, be electrified, al- 
though not in the near future. The St. 
Paul management feels that there are less 
benefits to be derived from the electrifica- 
tion of this section than for those adjoin- 
ing it. 

The power employed is all hydro-elec- 
tric and has been contracted for a period 
covering a long term of years at extreme- 
ly favorable rates. It is said that these 
far western lines of the St. Paul run 
through a country where there are many 
water-power possibilities in excess of 
power requirements, and when the present 
power was secured this condition was 
even more marked than it is at present. 
A very considerable advantage which the 
St. Paul enjoys from electrification is on 
the mountain grades, which are long. 
There is no end of economies, on this 
account, which would not be disclosed un- 
der ordinary conditions. 

There are other conditions, too, which 
surround this wonderful undertaking and 
they are conducive to economy which does 
not ordinarily pertain. Out there the St. 
Paul is operating through a country where 
connecting railroads are not frequent. 
Railroad men know that the interchange 
of business between steam and electric 
lines, presents some complications which 
in the St, Paul case are not many. By 
teasons of the long stretch of electrified 
railroad and the control of the sections 
adjoining, it is able to maintain a more 
uniform flow of traffic than would be pos- 
sible in many instances, especially at ter- 
minal stations, and this results in what a 
railroad manager would call “minimizing 
peak requirements.” 

All these operations of the St. Paul are 
through mountainous country, at eleva- 
tions "way above the sea level. The val- 
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leys are deep and mountains to climb are 
very high. 

It is of special interest to know that the 
St. Paul has for some time past been 
operating electric locomotives on continu- 
ous runs in the passenger service from 
Harlowton to Avery—440 miles—and these 
locomotives are frequently turned at either 
end without being run into the round- 
house. This is remarkable when we con- 
sider that, for a run of this length—out 
and in—it would require the services of 
at least six steam locomotives. 

The conclusion that the St. Paul man- 
agement has reached after such results is 
that it would be able to run an electric 
locomotive in the passenger service con- 
tinuously- over a stretch of 1,000 miles! 
This is astounding when one knows how 
many steam locomotives are required for 
a similar service. 

For short service, the economies shown 
for the long haul will not prevail in any 
such degree. 

“Anyone can easily see,” said Mr. 
Krech, “after considering the St. Paul 
case, that putting railroads under electric- 
ity for economical reasons depends en- 
tirely upon circumstances, as I said be- 
fore. It is quite likely, too, that further 
developments may bring forth some other 
method for transmitting power, whereby 
over-head wires and the third rail will be 
abandoned entirely. Perhaps an econom- 
ical storage battery for heavy work may 
be invented so that trains could be run 
independently of a general power station. 


“As the matter stands today, however, 
I should say that the adoption of elec- 
tricity by all the railroads in the country 
is quite out of the question. Only in 
special instances, as we have seen, are 
present methods practicable and economi- 
cal. The St. Paul is an excellent ex- 
ample of what I claim because substantial 
water power is at command in places and 
the traffic conditions on some divisions 
warrant the change. 

“T am sure that anyone who travels on 
a train hauled by an electric locomotive 
can’t help but appreciate all the comforts 
that go with it; ease in starting and stop- 
ping, smoothness of the service; no smells; 
no smoke; little noise and a continuous 
high speed, quickly attained. Incidentally, 
though, we can’t complain too much. In 
normal times, our railroad facilities are 
excellent, whether the cars are hauled by 
steam or electricity.” 

The writer then asked Mr. Krech for 
his opinion of the future of American rail- 
roading. His reply follows: 

“There is no question that the future 
of railroading is bright. The roads are 
bound to grow. 

“Economic readjustments now taking 
place will be followed by a revival of busi- 
ness of all kinds. History, as everybody 
knows, always repeats. The return to 
prosperity will mean a new life for the 
railroads and an opportunity for them to 
recover from the pressure they have been 
under for the last few years. 

“Everyone is satisfied that, under Gov- 
ernment control, the railroads of this coun- 
try would be doomed. Recent bitter ex- 
perience proved this beyond any question. 
In our time, at least, Government con- 
trol won’t be tried again, and the rail- 
roads, under private control, therefore 


have a clear way ahead in whieh to re- 
coup. 
“There 
Surely—” 
“T might add,” said Mr. Krech, in clos- 
ing, “that I am extremely pleased with 
the present administration in Washington. 


are good times coming.—- 


It is doing great things and along lines 


that will secure a return to prosperity at 
the earliest possible date. 

The most heartening factor in the 
railroad situation today is the attitude 
of the administration in Washington, which 
is alive to the fact that the healthy main- 
tenance of the transportation industry lies 
at the root of general business revival in 
this country. It has shown every inten- 
tion of being helpful along sound and 
constructive lines.” 

Just now some railroad figures, which 
show net results from operation, bear out 
in a measure Mr. Krech’s idea of the 
“good time Coming.” There is every 
reason to warrant the belief that the dawn 
of better times is approaching, but we 
all know that the process of adjustment 
from bad to good and from good to bet- 
ter is painfully slow. The trend of af- 
fairs, however, seems to be upward and 
the railroads in particular are bound to 
enjoy the first fruits of a new business 
regime. 

Mr. Krech’s views cannot help but in- 
spire a feeling of good will and aid, mate- 
rially, in restoring full confidence—not 
only in the railroads, but in all kinds of 
business—as_ well. 





American Locomotives Popular 
Abroad 


The Madrid, Zaragoza & Alicante is one 
of the two large railroad systems in Spain. 
Having 2,267 miles of line, it constitutes 
about 25 per cent of the total railroad 
mileage in the kingdom, which is 9,610. 
The road is of 5 ft. 6 in. gage, this being 
the standard used on 75 per cent of the 
mileage in the country, the balance being 
meter gage. The road operates three main 
lines out of Madrid, the first. running 
easterly through Zaragoza to Barcelona 
and along the coast to the French border, 
the second southeasterly to Alicante with 
branch to Cartagena, and the third 
southerly and westerly to Cordoba and 
Seville. ‘Phe rolling stock consists of 879 
locomotives, 1,643 passenger coaches and 
20,964 freight cars. 

American built locomotives of the 
balanced compound 12-wheel type have 
been in operation on the Madrid, Zaragoza 
& Alicante for several years, but they were 
constructed from drawings furnished by 
the railroad and were duplicates of pre- 
vious locomotives used on the road which 
were built in Germany. 

The workmanship on these locomotives 
has received very favorable comments and 
refutes the opinion frequently held in 
Europe that American workmanship is of 
a low grade, Due to the results thus far 
obtained, the impression made by these 
locomotives is a very favorable one, In 
two or three years when they are taken 
in for heavy repairs, it is hoped that a 
comparative report can be obtained be- 
tween the cost of repairs on these locomo- 
tives and other locomotives of European 
design. 
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Business on the Upward Grade 


An Improving Situation — Funds More Abundant — Investment 


Return Falling — Trad 


Improving—Future Holds Encouragement 


ROSPECTS of a decided advance in 
business, which have been recog- 
nized since early in the Summer 

are at length beginning to show a definite 
reflection in current fact. The month of 
September has been characterized by an 
increasing abundance of funds, more com- 
plete liquidation of frozen loans, reduc- 
tions in rates of interest, a turn for the 
better in the iron and steel trade, enlarge- 
ment of manufacturing along many lines, 
growth of railroad net earnings, and a 
more hopeful outlook in the stock market. 
Viewed in this way the prospect, even to 
those who are of a pessimistic turn of 
mind, must seem distinctly more hopeful 
than any that has been visible for some 
time past. If it be true that there is siill 
a long way ‘to go in rectifying our busi- 
ness situation and that no complete suc- 
cess in that regard can be had so long 
as the world at large is disturbed, it may 
nevertheless be answered that there are 
few times when all prospects are one hun- 
dred per cent perfect and that we now 
at length have what has been hoped for 
in many quarters—a better outlook in 
business. 


Banking Improvement an Outstanding 
Factor 


The change for the better in banking 
conditions has been very notable. It was 
already plain during the past Spring that 
the process of restoring liquidity in Fed- 
eral Reserve portfolios was well under 
way. Nevertheless it was not clear how 
far frozen credits in the agricultural re- 
gions and disturbances of business condi- 
tions in many parts of the country would 
operate to check and curtail the process 
which had thus been effectively started. 
The month of September has thrown 
much light upon the solution of this prob- 
lem. Better prices for agricultural prod- 
ucts of many kinds, and particularly for 
cotton, have been the outcome partly of 
changed agricultural conditions in the 
United States and partly of improvement 
of foreign demand. The net result has 
been to give growers an immediate com- 
mand of cotton, or at all: events, the 
power to operate on favorable terms with 
their products as security. They have thus 
been enabled to cancel their loans at banks 
and also to begin more active buying not 
only of consumable goods but of fertil- 
izer, machinery and elements of equip- 
ment of various kinds. The natural out- 
come of this situation has been the re- 
duction of the bill holdings of -Federal 
Reserve Banks to little more than $1,400,- 
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000,000 at the close of September, while 
the loans and discounts of member banks 
have fallen off correspondingly. As a -re- 
sult there has been a very decided clear- 
ing up of the credit situation and the 
“strain” which was expected to be brought 
to bear upon the reserve system because 
of crop moving has made itself felt but 
little. The demands of western and south- 
ern districts for interdistrict accommoda- 
tion have fallen far below those of a year 
earlier. Owing to this situation a hasty 
glance at banking figures seems to show 
that credit is being “restricted,” when, as 
a matter of fact, what has happened is 
merely the liquidation of old credit, while 
new credit is being granted as occasion 
requires freely enough for all reasonable 
needs. 
Our Great Gold Reserves 


The granting of such credit is in fact 
merely a matter of judgment in view of 
the enormous accumulation of gold in the 
vaults of Reserve Banks which has 
brought their reserves up to about 67%, 
while the reserve percentage of the 
Federal Reserve Bank of New York has 
gone as high as 84. In such circumstances 
member banks can secure practically un- 
limited accommodation if they need it and 
have eligible paper to present. The 
volume of credit to be granted is in short 
limited only by the legitimate require- 
ments of business. It is, no doubt, in the 
Belief that the process of accommodating 
business may be eased that a reduction in 
discount rates has been made by several 
Reserve Banks late in September to 5%. 
Call rates have continued about 
stable at around the same figure, but time 
money which for a long time has resisted 
the various fluctuations in the call market 
and has-been stable at from 5% to 6%, 
now at last shows a tendency to drop 
below that level. As is shown by the 
graphs on the opposite page, both in the 
case of time funds and of commercial 
paper there is a continuing and appreciable 
downward movement which must be re- 
garded as the outcome of the increasing 
liquidation of loans in the agricultural re- 
gions, restriction of manufacturing and 
commercial demand, and the steady accu- 
mulation of savings which are seeking an 
outlet. In this connection, too, it should 
be noted that Secretary Mellon’s latest 
offerings of Treasury certificates and 
notes,—one running to $600,000,000, the 
largest single offering since the war,— 
have been heavily oversubscribed, 
while other high grade bond offerings have 
also been very favorably regarded. 


Investment Outlook Bright 


The great strength in the bond market 
and the active demand for many classes of 
securities which have heretofore been 
sluggish, exemplifies and emphasizes the 
tendencies to which reference has just been 
made, As is shown by the index of cor- 
poration credit herewith brought up to 
date, the situation in the bond market as 
reflected in ten high grade railroad securi- 
ties is for September 5.37, or approxi- 
mately the same as a month earlier. The 
monthly figures, however, do not tel! the 
whole story for within the latter part of 
September there has been a distinct up- 
ward trend particularly in various classes 
of bonds not included in the index. The 
result has been to lower the net yield of 
old bonds by making their cost higher to 
the investor at a given rate of interest. 
This tendency is clearly pointing to a state 
of things in which the borrower will be 
able to obtain the capital he needs upon 
much more favorable conditions than here- 
tofore. In the stock market also the prices 
of the more desirable securities have def- 
nitely turned upward, the index for the 
month showing a position of 78.59 (maxi- 
mum) to 66.24 (minimum). Despite set- 
backs from time to time and the fact that 
the public has not as yet come actively 
into the market, there is a far better tone 
in the stock market with a corresponding- 
ly favorable outlook for the acquirement 
of capital where necessary through the 
offering of corporate obligations to the 
public. All told, therefore, the situation 
must be regarded as very decidedly im- 
proved from the banking and monetary 
point of view, not only as regards the 
speculative or market state of things but 
in the broader sense of investment and 
permanently issued obligations. Predic- 
tion in such times is always hazardous but 
it seems likely that the trend away from 
the period of very cheap securities and of 
unprecedentedly high yields for “gilt 
edged” bond investments has definitely set 
in and that there will be only temporary 
or occasional setbacks in the near future. 


Commodities and Prices 


Interest during the past month has thus 
turned to money and credit and away 
from the commodity side of the business 
situation—a development which is cer 
tainly quite at variance with the condi- 
tions of the past month. During earliet 
months the attention of the financial and 
business world has been concentrated, per- 
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What Caused the “Appalling” Slump in Ou 


Foreign Trade 


Factors at the Bottom of the Changes That Have Occurred 


By O. P. AUSTIN 


Editor’s Note: The striking changes which have taken place in the amount of our 


foreign trade since the war ended have unsettled confidence in many quarters. 


That our 


readers might be informed of the true meaning of these changes, we called upon Mr. 


O. P. Austin for an analysis of the situation. 


Mr. Austin is statistician of the National City 


Bank of New York, former Chief of the U. S. Bureau of Statistics, and Secretary of the 
National Geographic Society. 


HAVE been asked to talk to the 
] readers of THE MAGAZINE OF WALL 

StreeT about our foreign trade at 
the present moment and the causes of the 
apparent “slump” in the figures of our 
imports and exports. 

On the surface the figures do seem ap- 
palling. They show on the import side 
a total value of but $1,693,000,000 in the 
imports of; the eight months ending with 
August, 1921, as against $3,995,000,000 in 
the same months of 1920, the high record 
year ‘in our trade, and on the export side a 
total of but $3,144,000,000 as compared 
with $5,369,000,000 in the same months of 
last year; a fall of 57% in the stated value 
of imports and 41% in the value of the ex- 
ports, when considering the seven months 
of the current year for which figures are 
available as compared with the correspond- 
ing months of the immediately preceding 
year, 1920. But it must be remembered 
that our 1920 trade was, when stated in 
values, the “biggest ever” in both imports 
and exports, but was measured in prices 
much higher than those of today. 


Causes of the Drop in Our Trade 


The two great causes of the tremen- 
dous fall in our foreign trade in 1921 
are, as it seems to me, first, the de- 
creased purchasing power of the na- 
tions to which we have been accus- 
tomed to sell our products, and, second, 
the fact that the reduction in prices for 
which we have been clamoring has 
actually occurred and that therefore the 
fall in the figures of value is much 
greater than the reduction in quantities. 

The decreased buying power of the for- 
eign world is probably greater than we 
realize. The imports of Great Britain in 
the first five months of 1921 were but 
$2,146,000,000 against $3,635,000,000 in the 
same months of the preceding year; those 
of France $1,688,000,000 against $3,056,- 
000,000 in the corresponding months of 
1920; those of Netherlands $389,000,000 
against -$477,000,000 in the same months 
of 1920; Denmark $185,000,000 against 
$307,000,000; and Canada $370,000,000 
against $545,000,000 in the corresponding 
months of 1920. 

In other parts of the world, the reduc- 
tion is equally striking, the imports of 
Japan in the first half of 1921 having been 
but about one-half in value those of the 
corresponding months of 1920; Egypt 
$132,000,000 in the first five months of 
1921 against $185,000,000 in the same 
months of the preceding year; and British 
South Africa $117,000,000 against $132,- 
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000,000 in the corresponding months of 
1920. 

In many of the new European countries 
in which industrial and transportation fa- 
cilities as well as currency have been 
greatly disarranged as a result of the war, 
the buying power is for the moment at 
least extremely small and this condition 
is painfully apparent with reference to 
Russia. 

While we are accustomed to say that 
our exports have fallen off because of 
the fact that Europe is unable to buy 
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from us as much as in former years, we 
must at the same time remember that the 
general reduction in Europe’s purchasing 
power has reduced the sales of the coun- 
tries in other continents and thus reduced 
their power of buying from us. In many 
instances the countries which are unable 
to buy from us to as large an extent as 
formerly have at the same time a much 
smaller surplus of the class of merchan- 
dise which we import while the fact that 
they are unable to buy our manufactures 
to as large an extent as formerly reduces 
in some degree the quantity of manufac- 
turing material which we find it necessary 
to import. 


Europe’s Buying Power 


The big fall off in the importing power 
of the world occurs primarily in Europe, 


whose imports in normal times formed 
over three-fourths of those of the entire 
world exclusive of the United States, Ev- 
rope’s total imports in 1913 having been 
about $14,500,000,000 out of a world total 
of $18,000,000,000 exclusive of those of 
the United States, while those of all the 
remainder of the foreign world was but 
$3,500,000,000. 

Europe, much as she needs our wheat 
and meats and cotton and copper and 
mineral oils and partly manufactured 
materials, has been able in the first 
seven months ending with July, 1921, 
to take only $1,473,000,000 worth of our 
exported merchandise, as against §$2,- 
692,000,000 in the same months of 1920, 
and $3,078,000,000 in the corresponding 
period of 1919, and was able to send 
us out of her products, chiefly manuv- 
factures, only $433,000,000 worth of 
merchandise, as against $785,000,000 in 
the corresponding period of 1920. 

This condition in Europe of extremely 
limited buying power has also reduced by 
an indirect process our exports to other 
parts of the world. Europe is the chief 
market for the meats and grains and hides 
and wool of South America, Australia, 
Africa, and Canada, and when those sec- 
tions of the world found a big reduction 
in Europe’s demand for their products and 
at the same time a fall in the prices which 
they were accustomed to receive, their sales 
to Europe were greatly reduced in value 
and as a result their power to purchase the 
manufactures of the United States was 
correspondingly reduced and we find in 
the seven months of 1921 a fall of $229, 
000,000 in the sales to Canada, $130,000,- 
000 in the exports of this country to South 
America, $290,000,000 in our exports to 
Asia and Oceania, $42,000,000 in those to 
Africa, and $1,218,000 in our sales to Eu- 
rope, when comparing the figures of the 
seven months ending with July, 1921, with 
those of the corresponding months of 
1920. Cuba’s purchasing power has also 
greatly fallen off because of the drop in 
the prices of her sugar, and she was able 
to buy $140,000,000 worth of merchandise 
from us in the seven months ending with 
July, 1921, as against $277,000,000 in the 
corresponding months of 1920, a fall of 
practically one-half in its purchasing pow- 
er in a single year. 


The Fall in Our Imports 


The fall in our imports is also easily 


explained. With the great reduction in 
the purchasing power of every grand di- 
vision, and especially Europe, our manu- 
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¢.cturers have found it unnecessary to im- 
port as large quantities of manufacturing 
material as formerly and as most of that 
which they are importing comes at prices 
far below those of last year it is not sur- 
prising to find that the value of raw ma- 
terial imported in the seven months of 










ling. Corn exports in July, 1921, averaged 
7lc per bushel against $1.81 one year ago; 
flour $7 per barrel against $11; bituminous 
coal $5.75 per ton against an average of 
$10.35 in August of last year; pig iron 
$25.80 per ton against $51.66 in July of 
last year; men’s shoes $330 per pair 
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FOREIGN TRADE OF THE UNITED STATES 
In seven months of 1921, compared with corresponding months of 1920 and 1919. 
-——————_Imports——-—-—, , ———Domestic exports*- ___. 
7 mos. ending July 7 mos. ending July 
In thousands of dollars. 
By great groups 1919 1920 1921 1919 1920 1921 
Crude material for use in mfg... 820,052 1,271,661 498 ,396 822,370 1,173,492 546,103 
Foodstuffs, crude and food animals 268,472 $43,282 183,086 889,446 400,847 419.673 
Foodstuffs manufactured ......... 338,138 812,765 247,986 1,297,971 767,046 412,689 
Manufactures for use in mfg.... 294,195 504,434 201,064 520,852 601,5€0 277,894 
Manufactures ready for use . 224,170 528,440 859,486 1,478,743 1,847,684 1,117,240 
ee ee ee ea etre 9,230 21,036 9,285 7,520 7,923 4,173 
= ye RR Gy Fe FE a, Pe. 1,954,257 8,481,617 1,499,204 4,516,904 4,798,553 2,777,712 
Ev- By grand divisions Imports Total exports** 
Dun puke kncerceescnadsbeaneee 295,628 784,72 432,720 38,078,989 2,691,699 1,472,769 
een North America ........ 675,924 1,098,000 496,272 674,785 1,091,207 729,421 
otal South America $22,113 511,953 183,182 268,281 $30,441 200,655 
f Bale, 25 dbdidececs ates 506,467 854,531 307,728 420,059 544,283 284,760 
0 Ye Rae ae eco 94,153 102,909 55,048 182,948 143,893 114,351 
the PN SS a ae ee 59,970 129,502 24,253 56,096 95,598 52,949 
but Ds Saas 1 Sok is ene nsee sees 1,954,257 3,481,617 1,499,204 4,626,109 4,897,121 2,854,904 
‘ *Includes only domestic merchandise. **Includes foreign merchandise re-exported, 
ea 
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1921 is less than half that of the same 
months of 1920 when our manufacturers 
were making their highest record of sales 















yur 
2,- Mm abroad, aggregating $4,000,000,000 in the 
20, HH full calendar year 1920 as compared with 
ng Ma little more than $1,000,000,000 in the 
nd @ calendar year immediately preceding the 
u- War. 
of Nor is it surprising that our imports of 
in § foodstuffs in the seven months of 1921 
show a much smaller value, when com- 
ly # pared with the same months of 1920, when 
by @ we find that the prices of most of the ar- 
er & ticles imported for food are now far be- 
ef @ low those of 1920; coffee imports in July, 
es @ 192), being about one-half as much per 
a, pound as in July, 1920, and the import 
c- @ price of sugar in July, 1921, less than 
- one-fourth of that in July, 1920. 





That a large part of the fall off in 
stated value of both imports and ex- 
ports is due to the lower prices for 
which we have been clamoring and 
which we are now beginning to get, 
nobody can doubt if he takes the trouble 
to compare the import and export prices 
of July, 1921, with those of the cor- 
responding month of 1920. The official 
publications of the Department of Com- 
merce show in nearly all cases much lower 
prices in both imports and exports at the 
present time than even one year ago. 


The average import price of the raw 
cotton entering the United States in July, 
1921, was 186c per pound against 60.2c 
in July, 1920; flax $903 per ton against 
$1,689 in July of last year; manila hemp 
$149 per ton in July, 1921, against $377 
per ton in July, 1920; calfskins 23c per 
pound in July of the current ‘year against 
65c in the same month of last year; goat- 
skins 33e per pound against $1.37; india- 
rubber 15¢ per pound against 44c; cane 
sugar, raw, 3.2c per pound against an 
average of 16c; combing wool 25c per 
pound against 57c; and unrefined copper 
12c per pound against 18c one year: ago. 

On the export side the reduction in 
Prices per unit of quantity is equally start- 
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against $5.45 in July, 1920; and pitch pine 
lumber $31.45 per thousand feet against 
$62.30 in July of last year. 

That the big reductions in prices per 
unit of quantity in July, 1921, as against 
July of 1920 are a very important factor 





in the heavy fall off in stated values of 
all imports or exports in 1921, when com- 
pared with 1920, cannot be doubted. The 
fact is that we had reached such a state 
of mental exaltation in contemplating the 
big figures to which our foreign trade had 
attained as a result of the inflation of 
prices that we failed to fully realize that 
they must take a tumble of perhaps one- 
half if we were to be successful in the 
demand for lower prices which we have 
been making upon “the butcher, the baker 
and candlestick maker.” 

To sum up let me repeat that the two 
great factors in the big reduction of our 
trade in 1921, as compared with 1920, 
are, first, the reduced buying power of 
Europe and therefore of the world as 
a whole, and second, the return to 
something like normal prices in a large 
proportion of the merchandise forming 
our imports and exports. Yet, even 
with this radical reduction in both im- 
ports and exports in the seven months 
of 1921 compared with the correspond- 
ing months of 1920, we must remember 
that our total trade in the calendar year 
1921 will be more than $7,000,000,000 
against 4% billion dollars in .the year 
before the war, that our 1921 export 
of manufactures will be 21/3 billion 
dollars against a little more than 1 bil- 
lion in 1914, and that our “favorable 
trade balance,” $1,534,000,000, in the 
elapsed eight months of 1921, is al- 
ready actually double that of any full 
year preceding the war, 





Foreign Exchange 


The suggestion emanating from the 
United States that an International Con- 
gress should be held, possibly coincident 
with the forthcoming Disarmament Con- 
ference, to discuss the stabilization of the 
Foreign Exchanges, has not been received 
with favor in this country, nor has it 
met with any better reception in banking 
circles on the other side of the Atlantic. 

In considering the manifold difficulties 
now obstructing world trade, the value of 
international co-operation must not be un- 
der-estimated ; nevertheless, there is a pro- 
nounced feeling that the theories of the 
situation have already been correctly 
diagnosed, and that only by a general ap- 
plication of these agreed principles can 
real improvement be effected. 

There is no one royal and easy path 
to exchange stabilization, in fact, years 
will probably elapse before even the most 
strenuous and well-directed efforts on the 
part of each country can restore to the 
complex international financial machinery 
its pre-war smoothness of working. The 
causes of the dislocation have already been 
repeatedly and exhaustively discussed, and 
there is a serious danger that another In- 
ternational Conference, such as that pro- 
posed, might result in too much reliance 
being placed upon International action and 
too little upon individual effort. Each 
country must, to a very large extent, work 
out its own salvation, for the richer na- 
tions can only assist the poorer by helping 
them to help themselves and by avoiding 
such obstructive actions as the erection of 
tariff barriers and the adoption of other 


similarly narrow and short-sighted pol- 
icies. 

In much the same way, there is a danger 
that in focussing attention on the transient 
encouragement given to exports—when 
the foreign -exchange quotation for a 
currency is less than its real value—the 
more permanent factors in world compe- 
tition may be given less than their proper 
value. 

It is important to remember that the in- 
evitable operation of economic law tends 
automatically to diminish the advantage 
obtained from an abnormal depreciation in 
the external value of a currency, since if 
it becomes an effective stimulus and exports 
are thereby increased—then to that ex- 
tent, forces are set in motion which must 
ultimately restore the balance between ex- 
ternal and internal currency values, Ex- 
change margins of this nature are neces- 
sarily temporary and should not be re- 
garded as comparable in importance to the 
advantages in competitive trade obtained 
by lower costs of production. In the case 
of Germany, wholesale prices are approxi- 
mately sixteen times higher than before 
the war, while at the present quotation 
of 320 marks to the pound the exchange 
rate is also sixteen times the pre-war 
parity. 

It would be little short of a national dis- 
aster if the agitation for legislation to 
protect industry from the competition of 
countries with depreciated exchanges, 
should obscure the more important and 
permanent factor of lower production 
costs, for no form of protection yet de- 
vised can safeguard our industries in so 
far as foreign markets are concerned.— 
Barclays Bank Monthly Review. 
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The Foreign Exchange Outlook 


What War Did to International Market—Future of the Pound Sterling 


MaGAzINE oF WALL Street, there ap- 

peared an account of the workings of 
foreign exchange under normal con- 
ditions prevailing before the war. The 
mechanism of that delicately balanced 
machinery used for the settlement of in- 
ternational debts was briefly explained 
and reference was made to the disorgani- 
zation that was brought about as a re- 
sult of the war. 

As perfect as was the mechanism de- 
signed for the efficient carrying on of in- 
ternational trade, yet no machinery could 
have withstood the shocks that followed 
one another in quick succession in July 
and August, 1914. On July 28, Austria 
declared war on Servia and two days later 
the Bank of England rate was raised to 
4% and the following day to eight. 
The continent commenced to liquidate se- 
curities ‘in London, and to protect itself 
the London Stock Exchange closed on 
the 3ist. Similar action was shortly 
taken by the New York Stock Exchange 
and by all other exchanges. The Bank 
of England rate went to 10% on August 
1, when Germany declared war on Russia. 
A run started on the Bank of England 
(an inconceivable event a week before) 
following the declaration of war by Ger- 
many on France on August 3. Two days 
later England entered the conflict. 


The Early War Disorganization 
It is unnecessary to recail the financial 
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Tne above chart graphically illustrates the extr i 
1914, when the war broke out. 
is not shown in the chart, the course of st 
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disorganization that followed—the sus- 
pension of specie payments and the de- 
moralization of the world’s business being 
among the more important. The situation 
was unprecedented and there were no 
economic laws or theories to guide the 
leaders in their handling of the huge 
problems that confronted them. In many 
respects the most far-reaching result of 
the war was its effect upon the ex- 
changes. 

At the outbreak of the war the United 
States had a large adverse balance of trade 
amounting to about $250,000,000 and gold 
was being shipped in large quantities to 
London. As a matter of fact, when the 
war broke out, $10,000,000 of gold was on 
its way to London, but the steamer Kron- 
prinzessen Cecilie, on which the gold was 
being shipped, was recalled, owing to the 
dangers existing at the time. In addition 
to the huge balance of trade against the 
United States, Europe commenced to 
dump its American securities on the New 
York market as fast as they could be ab- 
sorbed. As mentioned above, this resulted 
a few days later in the closing of the New 
York Stock Exchange. The demand for 
sterling exchange increased rapidly; the 
rate rose first to $5, then to $6.50 and 
finally reached a high of $7. 

There was apparently at the time no 
way for the United States to settle its 
balance with Europe. Practically every 
European country placed an embargo on 
the export of gold and most of them also 


declared a moratorium. In normal time 
this abnormal condition would have beg 
anticipated and corrected by bank 
through the issuance of finance bills, pend. 
ing the correction of balances through the 
shipments of foodstuffs a little later ix 
the year. No one at that time had any 
idea that Europe would have to call upon 
us for huge loans and credits and that the 
position of the exchanges would be re. 
versed in a short time. In fact, the whole 
situation was unprecedented. The very 
idea of the great nations of Europe enter. 
ing into war against each other in modem 
civilized times was believed by most econ- 
omists to be an impossibility. It was 
thought that the international banking and 
financial arrangements would of them. 
selves prevent such an occurrence. After 
the war started, it was generally believed 
that its duration would last only a few 
weeks and that each country would be 
able to supply its own needs in the way 
of war materials and foodstuffs during 
that short time. The greatest uncertainty 
at the time was who would be victorious 
and what effect the victory would have 
upon capital. 


Impossible to Ship Gold 
When it became impossible, or at least 
unsafe, to ship gold to London, arrange- 
ments were made whereby New York 
shipped gold to Ottawa for London’s 
credit. The total of such shipments 
amounted to between $100,000,000 and 
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150,000,000. This helped in keeping the 

changes down. 

Europe commenced to call for our prod- 

ts, particularly foodstuffs, in the Fall 

,d these exports in connection with the 
. shipments to Ottawa produced a 
‘ of sterling bills and exchange on 

eommenced to decline, and by 

Jovember had reached par. In the middle 
pt December, exchange for the first time 

ce the war started went below par, and 

has remained there ever since. By the 
ollowing August, one year after the war 
ad started, sterling exchange had de- 
ined to $4.50 and with the improvement 

n the shipping situation and the control 

pf the seas established by England, gold 
enced to come back to the United 
All of Europe at that time, with 

e exception of the Central Powers, were 
Jjamoring for our goods, and they paid 
for them in gold and in the securities that 

had sold to them during the previous 

— The British Government 

ed all American securities held by 

“rT investors, to be used either for the 

establishment of credits in the United 

States or for the payment of goods, and 

these securities commenced to come to 

the United States as fast as our market 
could absorb them. 

It was not until August, 1915, however, 
that England really appreciated the 
seriousness of her financial situation and 
had to look for new mieans of paying for 
our products. Our export trade was in- 
creasing on an unheard of scale. Prior 
to the war the excess of exports over im- 
ports averaged about $500,000,000 a year, 
but for the six years, 1915 to 1920, inclu- 
sive, it has averaged $3,000,000,000 a year. 
Some new method had to be found to pay 
for these goods and England and France, 
therefore, negotiated a loan in the United 
States, known as the Anglo-French loan, 
for $500,000,000. This loan came too late 
to have an appreciable effect on the ex- 
change market, however, so England had 
to establish further credits by pledging 
more securities with American bankers. 
It has been estimated that Europe held, 
before the war, securities of industrials 
and corporations in the United States 
amounting to approximately $5,000,000,000 
and that at least $4,000,000,000 of this was 
repurchased by American investors. 

With these additional credits, exchange 

¢ in January, 1916, to $4.78 and finally 
it was “pegged” at $4.76, which became 
known as the war par. 

When the United States entered the 
war in 1917 the Allies were enabled to 
obtain credits from the United States 
Government, the total amount of such 
credits that were obtained in the two years 
following, amounting to nearly $10,000,- 
000,000. This, together with the huge 
sums of money the United States Govern- 
ment was sending abroad to supply the 
American Expeditionary Forces, taken in 
conjunction with the artificial support of 
the foreign governments, kept exchange 
steady until the end of 1918. In the early 
part of 1919, Congress refused to grant 
further credits to the Allies and exchange 
on all the principal countries commenced 
to break and the decline in most cases 
Was precipitous. 


Gold Standard Discarded 
During the war, the efforts of all coun- 
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tries were naturally centered upon vic- 
tory. Little regard was paid to the ordi- 
nary economic machinery of the world. 
Almost immediately after the war started, 
the principal countries placed an embargo 
upon gold and thus suspended specie pay- 
ments. As the war progressed, the need 
of the nations for new capital increased 
enormously and capital was obtained in 
every conceivable manner. The table ap- 
pearing herewith shows how $20,000,000,- 
000 was obtained in the United States in 
one form or another, half of which was 
advanced by the United States Govern- 
ment. Each country issued huge internal 
loans and obtained funds in other manners 
that tended to depreciate the value of their 
curriencies.“” The gold standard necessi- 
tated each country maintaining a sufficient 
amount of gold to take care of whatever 
requirements might arise through the de- 
mands for converting currency into gold. 
Most of the large countries, therefore, 
found it necessary to secure their cur- 
rency by approximately 40% of gold de- 
posited in their central banking institu- 
tions. It was this gold reserve that es- 
tablished a credit for a country’s currency 
and maintained the faith and confidence, 
not only of the country’s people in that 
currency, but of the financial and com- 
mercial interests of other countries. 


Conditions in Germany 
The effect of internal loans on the cur- 


through borrowings, whereas other nations 
attempted to obtain as much of the war 
expenses as possible through taxation. 
The result is that Germany today has a 
huge outstanding note circulation, which 
has made her currency practically value- 
less insofar as its gold reserve is con- 
cerned. This note circulation has also 
resulted in increased prices in Germany 
and it prevents prices from declining to 
the same level as that existing in other 
countries. 

The German mark today is not convert- 
ible into gold, nor is it at all likely that 
it ever will be convertible into gold at the 
pre-war parity of 23.8 cents. At this 
writing, it is quoted in the American mar- 
ket at about one cent. 

With the ending of the war, the British 
Government withdrew its support from 
the market for sterling exchange. The 
United States Government stopped grant- 
ing further credits to our Allies and the 
foreign governments had no money to 
continue their purchase of our goods. 
Our huge exports, however, continued on 
the war scale for over a year, but this was 
due largely to open credits by American 
banking institutions. There came a time, 
however, when the American banks could 
no longer extend such open ‘credits. The 
foreign governments had no further re- 
sources that they could pledge at the time, 
so our exports commenced to decline. It 
is the loss of this export trade that is the 
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rency of a country may best be shown by 
a study of what happened in Germany. 
This is by no means the worst example, 
for the currencies of Poland, Russia, 
Austria-Hungary and some of the other 
Eastern European countries are in a more 
demoralized position today than the Ger- 
man mark. What happened in Ger- 
many, however, also happened in a more 
or less degree in practically every coun- 
try in the world; but whereas the Ger- 
man currency situation is practically 
hopeless insofar as its pre-war basis is 
concerned, the currencies of many of 
the other countries may be re-estab- 
lished without much difficulty. 

Prior to the war, Germany’s currency 
circulation amounted to  1,900,000,000 

marks and the country had a gold reserve 
against this circulation of 71.7%. On De- 
cember 31, 1920, Germany’s note circula- 
tion amounted to 80,800,000,000 marks and 
the gold reserve against this was 1.3%. 
In addition to the note circulation, Ger- 
many has a huge floating debt, amounting 
to over 150,000,000,000 marks, and while 
a portion of this is represented in the note 
circulation, yet much of it is held by the 
German public and the public has the priv- 
ilege of discounting this debt at the 
Reichsbank, which institution may issue 
notes against it. 

Germany financed her 


war largely 


real reason for the depression existing 
today. 
Today’s Situation 

When the foreign governments discarded 
the gold standard by suspending specie 
payments, the world had to find a new 
basis upon which it could trade inter- 
nationally. The old bill of exchange had 
a certain specific gold value. No one 
knew what the value was of the bill of 
exchange drawn upon a country that 
would not and could not pay in gold. As 
a result, exchange fluctuated back and 
forth for a considerable period, trying to 
find its levels. It was finally settled upon 
the basis of the purchasing power of the 
currency of one country in another coun- 
try. That is to say, the American dollar 
was worth as many frants in France as 
would buy sufficient goods which, if 
brought to’ the United States, could be 
sold for one dollar. This is the basis upon 
which all foreign exchange rates prevail 
today. ° 

Naturally, it is not exact nor scientific, 
for the reason that it is impossible to 
determine exactly, owing to the lack of 
authoritative data, just what is the pur- 
chasing power of one currency in another. 
The only way that this can be obtained is 
to compare index prices of one country 
with another country. But this system of 

(Continued on page 799) 
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No. 1—Consolidated Textile 


Large Profits to Be Made from the Rise in Cotton 


solidated Textile passed the divi- 

dend on its common stock. Con- 
ditions in the industry were pretty bad 
then and no one wanted to go on record 
as one professing to see better things 
coming for a long period ahead. Under 
the circumstances, it was the obvious duty 
of the directors, acting in anticipation of a 
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very lean period, to discontinue dividend 
payments. 

However, there have been some very 
important changes in the industry since 
that period which are worthy of com- 
ment as possibly leading to a money- 
making conclusion on the stock of the 
company. 

The most important factor bearing on 
the cotton textile industry in.the past six 
months has been the extraordinarily rapid 
rise in cotton values which occurred in 
the latter part of August and which at 
the present writing is still continuing. A 
glance at one of the attached charts will 
indicate an appreciation in price from 
about 12 to 22 cents, or more than 80%. 
It is obvious that anyone who held cotton 
at the lower figures has a handsome profit 
by this time. 

This is the case with Consolidated Tex- 
tile. It is understood that this company 
bought in its full year’s cotton require- 
ments at very low figures and that it did 
so without “hedging” in the market, that 
is, that it bought in the staple without 
protecting itself by going short in the open 
market. This is a very unusual thing to 
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do and under ordinary circumstances 
might have resulted in a considerable loss. 
However, assuming this report to be fact, 
the management probably felt that, with 
cotton selling at around 11 or 12 cents 
a pound, they could afford to “take a 
chance.” The result is that by refusing 
to “hedge” on its purchases of raw cotton, 
the company has a very handsome profit 
to now show. 

Of course, Textile is not going to sell 
its cotton in the market but will consume 
it in its own plants. The manufactured 
product, however, will be sold at higher 
prices so that the net result will be the 
same. 


Another Feature 


Another feature is that the advance of 
cotton, and consequently in cotton goods, 
has very materially increased the value 
of the company’s inventories. As of last 
year (December 31) inventories were 
carried at $11,000,000 roundly. With 
the great increase in cotton values and 
in cotton goods, there has been an ap- 
preciation of 25% at the very least in 
the value of the company’s inventories, 
so that asset value has no doubt in- 
creased by $3,000,000 or $4,000,000 since 
tne beginning of the year. 

As to the ability of the company to dis- 
pose of a considerable part of its inven- 
tories there is no question. The demand 
for Textile’s products, especially the 
famous brand, “Fruit of the Loom,” has 
been and is still exceptionally heavy. 
Since Spring the company’s mills have 
been practically operating at capacity and 
will probably continue to do so for the 
balance of the year and well into next 
year. 

From a trade viewpoint, in other words, 
the company is in an exceptionally good 
position. 

Strong Finances 

Consolidated Textile has completed an 
excellent bit of financing whereby out of 
a total authorized issue of $5,000,000 8% 
convertible bonds due 1941, $3,500,000 
were sold for the purpose of retiring the 
$2,868,000 7% convertible notes due 1923, 
the balance of the proceeds of this finan- 
cing being retained in the treasury. Ob- 
viously the company, by replacing the 
short-term issue by a 20-year bond has 
placed itself in a stronger position. Upon 
complete retirement of the bonds, which 
is announced for September 15, there will 
be only $3,500,000 of the above mentioned 
bonds as the total funded debt of the com- 
pany. 

Reference was made in a previous article 


on this subject to the acquisition of the 
B. B. & R. Knight, Inc., properties. The 
price paid was about $20 a spindle. There- 
fore, with a replacement value of around 
$60 a spindle, it is evident that Textile 
made an excellent investment. The 
Knight company is one of the largest 
factors in the business and its addition 
to the Consolidated Textile properties 
made the latter practically the largest 
single factor in the cotton textile business, 


Current Earnings 


Last year, earnings amounted to $1281 
a share on the 802,911 shares of outstand- 
ing capital stock (total authorized issue 
being 1,000,000 shares of no par value). 
This was a rather good showing consider- 
ing the difficulties faced by the company 
during the latter part of the year when 
values dropped perpendicularly and there 
was no sure foundation for business. 
Actually, earnings were larger but were 
scaled down to this figure on account of 
heavy reductions for depreciation in in- 
ventory values as they were constituted 
at that time. 

Since Spring, however, especially with 
the recent rise in prices, the earnings of 
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the company have increased and undoubt- 
edly will make a very favorable showing 
when the final return is made at the end 
of the year. No losses will have to be 
taken on account of inventory deprecia- 
tion. On the contrary, it is very 
likely that they will be marked up as of 
the level obtaining at the close of the year. 

The net tangible asset value of the 
stock is computed at about $33 a share, 
comparing with a present market value 
of around $18 a share. Figures are of 
December 31, 1920, however, so that 
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with the rise in the value of the com- 
pany’s assets the net tangible asset 
value will undoubtedly be greater at the 
end of the current year. 

Everything points in favor of the com- 
pany and consequently in favor of the 
stock. The latter, during the bear market 
of 1920-1921, declined from a price of 
about 46 to an absolute low of 13. At 
current levels, the stock is quoted at 16, 
so that it is still not far from its lowest 
figures despite the very evident improve- 





ment in the affairs of the industry in 
general, and in those of the company in 
particular. 

While it is doubtful that dividends will 
be resumed this year, it is a reasonable 
assumption that, with continued progress, 
some sort of a disbursement on the capital 
shares will be made next year. From a 
market viewpoint, therefore, Textile stock 
appears to be in an exceptionally favor- 
able position for an important advance 
within a reasonable period. 





No. 2 atime Can 


Dividend Resumption Not Likely for Some Time 


\HE Continental Can situation be- 
came complicated during the early 
part of the year when it was evi- 

dent that the packers, upon whom the com- 
pany is dependent for most of its business, 
were going to face an unprofitable period. 
With a number of packing concerns 
selling their product at a less of from 
25% to 50% during the early part of the 
year, when credit conditions were ex- 
tremely stringent, the demand for new 
cans fell off to negligible proportions 
and the consequence was the rate of 
Continental Can’s operations and there- 
by earnings commenced to fall. It was 
only a question of time before the di- 
rectors would be compelled to omit the 
common dividends, and when the news 
came out in the first week of September 
that payments on this issue had been 
suspended, there was no great surprise. 
As a matter of fact the persistent de- 
cline and liquidation of the stock over 





showed 
which way the wind was blowing. 


a period of several months 


Immediate Prospects Not Encouraging 


It cannot be said that the immediate 
Prospect for this company is encouraging. 
The busy season, of course, is now in full 
swing but even with the addition of this 
normal business, it is to be doubted that 
the rate of operations over the full year 
will show more than 65%, or so. 

Continental Can makes about 1,500,000,- 
000 cans a year and obviously # can have 
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no storage facilities to take care of such 
a huge amount. The fact is that the com- 
pany makes no efforts to store its manu- 
factured stocks but ships it directly to its 
various customers, who pay for the goods 
as they are used. 

Last year, unfortunately, a considerable 
amount of cans was left over in the hands 
of the company’s customers so that their 
needs are not pressing at this particular 
time. Further, the year’s “pack” appears 
to be a relatively small one so the need 
for new cans will be lessened. All this 
of course has been unfortunate for the 
company but it accounts for the suspension 
of the dividends on the common stock and 
consequently for the large decline in the 
market value of the latter. 

Owing to the falling off in demand for 
its products, the company last year found 
itself with a very large supply cf tin-plate 
on hand, a very serious burden on the 
company’s finances. The floating debt at 
the end of 1920 amounted to approximately 
$8,500,000, against cash and notes and bills 
receivable of only $3,500,000. The inven- 
tories at the end of that period amounted 
to nearly $9,000,000, so it can be ap- 
preciated that the financial position of the 
company was none too good at the period 
under discussion. 

It is to be doubted that there has been 
much of an improvement since that time, 
however, on account of the relatively slow 
pace of business, although, of course, some 
benefit will acerue through the suspension 
of dividends on the common issue, which 
saves that much cash for the treasury. 


The Outlook 


While, owing to the short pack, there 
has been some improvement in the packing 
situation with reference to the financial 
end of conditions, especially with reference 
to the ability of these concerns to pay 
their bills, the fact is that this very cir- 
cumstance of a small pack necessitates a 
smaller can requirement. Consequently, 
the improvement in the packing situa- 
tion which is due to reasons peculiar 
to that industry will probably not be 
immediately affected in the can com- 
pany situation, except whereby these 
companies are put in a better position 
to collect the bills due them. 

On the other hand, owing to the 
stimulus of better conditions undoubt- 
edly there will be every inducement to 
grow a larger pack next year so that 
the probabilities are that the demand 
for cans in 1922 will assume fairly re- 
spectable proportions. In that sense 





at least, the company is in a favorable 
position. 

Continental Can stock has declined to 
about 40, which is about the lowest since 
pre-war days. As the attached chart on 
the price range of the stock shows, it is 


* now selling at approximately the 1914 


level, having lost all the ground it gained 
in the stock market during the past seven 
years. During that period, however, a 
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very considerable part of the war-earnings 
were ploughed back in the property. 
Thus, in 1914, the valuation placed by the 
company on its real estate, buildings, etc., 
amounted to $3,893,961, whereas this 
item amounted at the end of 1920 to $13,- 
907,115. With the stock selling at present 
prices, absolutely no account marketwise 
is taken of the very great increase in 
the equity value, 

As stated above, the immediate outlook 
for Continental Can is not encouraging. 
However, it is a very important company, 
the second most important in this busi- 
ness, and should recover with a recovery 
in general conditions and conditions in the 
packing industry, in particular. Dividends 
were suspended because of the tied-up 
condition of the company’s finances but 
liquidation should continue and the com- 
pany should gradually get into a more 
liquid position. 

Next year will probably be a favor- 
able one, all things being equal, and a 
fair rate of earnings should be shown. 
Dividend resumptions, of course, will 
depend upon how rapidly the company 
manages to liquidate its most pressing 
obligations. Considering their size, it 
is doubtful that complete success can 
be had along this line for a consider- 
able period. For that reason, a resump- 
tion of dividends, say within six months 
or a year seems improbable. 

However, the stock has good intrinsic 
value, the company is in an essential field 
and from a long-range viewpoint undoubt- 
edly investment in this issue would turn 
out to be a profitable undertaking. 

The stock has fluctuated since 1915 from 
a price of about 125 to a low several 
months ago of 35. The current price is 
in the neighborhood of the lower 40s. At 
this price it would seem to have discounted 
the situation in the company’s affairs. 
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No. 3—American Agricultural Chemical 


Terrific Losses Sustained Under Pressure of Depressed Agricul- 
tural Conditions—What Is the Outlook? 


HE fertilizer companies in the year 
1920-1921 had to sustain the shock 
of the worst period in the his- 

tory of the industry, and for the most 
part they did not do it successfully. 
Profits which were built up during the 
years of the war were completely lost 
and finances got into so entangled a shape 
that, even in the case of some of the 
larger companies, fears were entertained 
as to the ultimate outcome. 

The American Agricultural Chemical 
Co., of course, was no exception among 
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the fertilizer companies. In one brief 
year—from June, 1920, to June, 1921— 
it lost practically all its surplus. All 
the accumulated earnings of the war- 
years went up in smoke. The crash of 
the farming industry, particularly in the 
South where the effects were felt most 
keenly, left the company nearly pros- 
trate. Such were the kaleidoscopic 
changes in this industry. 


Factors in Depression 


The main factor leading to the unfavor- 
able position of American Agricultural 
and the other fertilizer companies was the 
acute depression in the agricultural in- 
dustry, particularly in cotton and tobacco, 
the main staples of the South. Inasmuch 
as two-thirds of the fertilizer output goes 
toward cotton and tobacco planting, it will 
be appreciated that the slump in the prices 
of these commodities and, consequently, 
in the purchasing power of their growers, 
led to a severe falling off in the demand 
for fertilizers. With cotton and tobacco 
at a very large discount and with com- 
paratively little demand for these prod- 
ucts for many months the farming in- 
terests naturally experienced stringent 
conditions. Not only were they unable 
to make new purchases but they were 
not able even to pay the bills held against 


Obviously, companies which did busi- 
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ness with these people found themselves 
in an unfortunate position. They could 
not collect. In the meantime the value 
of their inventories declined very con- 
siderably and bills were presented for pay- 
ment which it was difficult to meet on 
account of the serious financial conditions 
prevailing. 


A. A. C.’s Balance Sheet 


The American Agricultural Chemical 
balance sheet for the year ended June 30, 
1921, affords a very interesting example 
of how the fertilizer companies compared 
during the black days of the South. Of 
greatest significance and the one which 
truly portrays the then existing situation 
is the fact that the year’s operations re- 
sulted in a deficit after all charges and 
depreciation amounting to $35 a share on 
the common stock, against a net profit 
of $11.21 a share the year previous. The 
deficit, including $5,000,000 for inventory 
adjustment, which roundly amounted to 
$11,000,000, brought down the company’s 
surplus from $18,100,000 to $2,600,000. 
This tells the story of American Agri- 
cultural Chemical during the fiscal year 
1920-1921. 

Accounts and notes receivable stood at 
$43,000,000, a tremendously large figure, 
being in fact almost twice the pre-war 
average. Inventories, while cut down by 
$5,000,000 to $18,000,000, were neverthe- 
less twice the load carried in normal times. 
Notes payable showed only a small reduc- 
tion, from $17,800,000 to $15,500,000, 
despite the fact that the company sold 
$30,000,000 714% bonds, for which it re- 
ceived about $24,000,000 cash after paying 
off $5,035,900 debenture bonds. Neverthe- 
less, the accretion of new cash helped the 
company along at a critical time and its 
finances may be considered in a better 
position now by virtue of that fact. 

As a result of the smash in the com- 
pany’s business, cash dividends on the 
common stock were discontinued. The 
present rate of payment is in the form of 
2% stock dividends quarterly, and it may 
be pertinent to inquire why a company 
which has received such a severe set-back 
as has American Agricultural should make 
any form of payment on its junior stock. 
Possibly the reason is that there are over 
13,000 shareholders, of whom more than 
half are women and trustees, who would 
be in an unfortunate position if they were 
deprived completely of their income from 
this source. Apparently the action of the 
directors in maintaining the stock dividend 
is prompted by philanthropic motives. 
Obviously, under the circumstances, it is 
not warranted from a business viewpoint. 

Last week the directors passed the divi- 
dend on the preferred stock, which did not 
come as a surprise to the financial com- 
munity. This would seem to make the 
long-continued maintenance of stock divi- 
dends on the common stock somewhat of 
a problematical matter. 

However, with the improvement which 
is bound to come into the company’s af- 
fairs next year—alluded to in the follow- 


ing—this issue should be put back on the 
dividend-paying list. At current prices 
of around 60 it is a good long-range spec- 
ulative investment for the man or woman 
in a position to tie up their funds without 
return for a period, say of a year or so. 
As this issue is cumulative, however, there 
should finally be no actual loss from 
stoppage of dividends. 


Conclusion 


During the past month, as all investors 
know, there has been a distinct improve- 
ment in the cotton situation. Prices have 
risen greatly and the prospects are that 
the South will now be able to extricate 
itself from its embarrassed financial 
position. Undoubtedly, American Agri- 
cultural Chemical will profit from this 
development, first because the rise in 
cotton values will give the farmers an 
opportunity to pay off debts and make 
new purchases and secondly because the 
fields are acutely in need of fertilizers, 
having been deprived of this sustaining 
power for a considerable period. 

The earnings of the company should 
show an increase under the circumstances. 
However, the funded debt of the company 
has been considerably increased during 
the past year so that common sharehold- 
ers are not likely to share in any increase 
in earnings for a very considerable period. 
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Despite the fact that the improvement 
in the South and in the prospects thereby 
of the fertilizer companies may be seized 
upon as a pretext’ for a bullish demonstra- 
tion in this issue, it cannot be regarded as 
other than a_ speculative proposition, 
although it has enjoyed a pseudo-invest 
ment reputation for many years. As a 
matter of fact, it is difficult to see why 
the junior issue of this company should 
enjoy the rating which it does, considering 
that its earning power has been of a very 
erratic nature. 

Certainly this issue cannot compare 
with Virginia-Carolina Chemical com- 
mon. which is actually selling a few 
points lower. In our opinion the latter 
is an eminently more desirable issue 
and in the long run will turn out to be 
a more profitable investment. 
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No. 4—American Bosch Magneto 


In Comfortable Financial Position—Should Do Well Next Year 


poration is directly affected by 

conditions in the auto truck and 
farm equipment industries. Approxi- 
mately 80% of the company’s business is 
derived from these sources and the pas- 
senger end of the automobile business 
plays a relatively minor role in the affairs 
of this organization. 

Since the latter part of 1920 conditions 
in both the automobile truck and tractor 
fields have been very poor. The result 
has been that the demand for magnetos 

id other accessory equipment for these 
lasses, heretofore largely supplied by 

merican Bosch Magneto fell off rather 

ibstantially. Possibly the fact that the 
mpany has not seen fit to reduce the 

‘ice on its magnetos has had something 

do with this. At any rate, the result 
has been to considerably lower its earnings. 
Thus, whereas in the full year 1920 
earnings amounted to $15.31 a share, 
in the first six months of this year, the 
company had an operating deficit of 
about $50,000. 


Recovery Outlook 


It is quite obvious that a recovery in the 
company’s income is to a very great ex- 
tent dependent on a recovery in the auto- 
mobile and tractor manufacturing indus- 
tries. Thus far signs of this have been 
faint but with the hoped for improve- 
ment in general business conditions and 
with the already noted improvement in 
the agricultural situation, it is probable 
that next year will see an improvement 
in the demand for trucks and tractors 
and consequently for the products manu- 
factured by Bosch Magneto. 

About a year ago the management of 
the Gray & Davis starting and lighting 
plant at Cambridge was taken over by 
contract, and also its lamp works at Ames- 
bury, Mass. The Bosch people put in 
their own personnel in charge of the fac- 
tory operations. The product is handled 
by the Bosch selling organization, for 
which a 10% commission is received. This 
semi-acquisition of the Gray & Davis 
business later turned out to be a profit- 
able move when the Bosch company signed 
up a contract for the delivery of starting, 
lighting and ignition systems for the 
Hudson and Essex automobile companies. 
The new business, on which first delivery 
is to be made November 1, will amount 
to between 2,500 and 5,000 systems a 
month, amounting to between $2,500,000 
and $5,000,000 gross business annually. 
Inasmuch as the Gray & Davis operations 
will be directly increased by virtue of 
this new business, it is apparent that the 
working arrangement between these people 
and American Bosch will turn out very 
profitably for both. 

Incidentally, the Hudson and Essex 
contracts came along at a good time 
because the company is suffering rather 
keenly from the comparative lack of 
business from truck and tractor sources. 
The new business should help -out the 
company until the time comes when 
the major sources of demand for its 
products show an improvement. 
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Tx American Bosch Magneto Cor- 


Working Capital Increase 

Analysis of the balance sheet as of the 
end of 1920 discloses some significant 
changes. Thus, there appears an item for 
$1,059,999 notes payable, which was a new 
feature, no such item appearing in previous 
reports. While this amount was balanced 
by a practically eauivalent amount in 
notes and accounts receivable, the ex- 
pansion of inventories from about $3,000,- 
000 (as of the end of 1919) to $4,344,000, 
made new financing an almost inevitable 
thing, considering that the outlook for 
any important reduction of the inventory 
was very poor. Consequently, steps were 
taken to eliminate the floating debt and 
provide much-needed working capital 
through the sale of a $2,500,000 8% note 
issue. 

The bonds were sold at the end of 
last May and, together with the cash 
received through its ordinary business 
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channels, the results have been suffi- 
tient to place the company in a com- 
fortable financial position. 

American Bosch Magneto manufactures 
about half of the world’s supply of mag- 
netos. It has an excellent trade-name and 
may be considered one of the most im- 
portant factors in the automobile acces- 
sory business. From a strictly business 


viewpoint, therefore, the company recom- 
mends itself to the serious investor. 

Although the capitalization has been 
increased by $2,500,000 bonds, the amount 
involved in interest payments on this issue 
is small compared with the earning power 
of the company in a normal period. There 
are only 96,000 shares of capital stock out- 
standing, of an authorized issue of 100,000 
shares. In 1919 and 1920 earnings on this 
issue amounted to $15.37 and $15.31 per 
share, respectively. While it is hardly 
likely that such a performance can be 
duplicated in the near future, there is no 
reason to disbelieve in the company’s abil- 
ity to earn at least a moderate amount on 
this small capitalization. 


Conclusion 


The stock has had a very great decline, 
selling down from 143 in 1919 to a recent 
price around 30, the lowest in the history 
of the company. Present quotations are 
about 34, so that the stock is still selling 
near its record low figures. 


The market for this issue is not a broad 
one but it has its swings occasionally. 
While dividends, which were passed last 
June, are hardly likely to be resumed for 
some time, it is a reasonable assumption 
that with the likely improvement in the 
company’s earnings next year the direc- 
tors, who seem to favor a liberal policy, 
will see fit to restore the stock to the 
dividend-paying class. 


From a long-range viewpoint, there- 
fore, this issue is very attractive. 


The automobile and accessory issues at 
the present time are not in particularly 
good favor as is it an “open secret” that 
business will not be very good for the 
balance of the year. In fact there have 
been instances ef the near-by trend as 
seen by the unusual advertising campaigns 
going on and the large number of price 
cuts for passenger cars and trucks. Also 
the volume of sales is falling. 

However, next Spring should see busi- 
ness on a better scale. The automobile 
industry has powers of remarkable re- 
covery and this was illustrated last Spring 
when conditions in this industry took a 
surprising turn for the better. All things 
equal, there is no reason why the same 
thing should not happen as soon as the 
Winter months ‘are over, and therefore, 
so far as business next year is concerned, 
this company and other strong organiza- 
tions should be able to do better than break 
out even. 
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AMERICAN ROSCH MAGNETO 


BALANCE SHEET AS OF DEC. 


$1, 1920 
Liabilities— 


Total current liabilities 
Total liabilities 
Net assets 




















No. 5—Martin-Parry 


A Neglected, But Sound, Motor Accessory—Shares Look Cheap 


IHE stock of the Martin-Parry 

Corporation, although it is iisted 

on the New York Stock Exchange, 
is not well known to the general invest- 
ing public. The issue is very seldom 
quoted, being closely held by those who 
have been connected with the company 
for years. Nevertheless, there is a suffi- 
cient amount of the stock available to 
make this issue a matter of practical in- 
terest to ordinary investors. 


History in Brief 


Martin-Parry Corporation is a 
Martin Truck & 


The 
merger between the 
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Body Corporation and the Parry Manu- 
facturing Co. The former was originally 
a manufacturer of buggies, wagons and 
carriages until the end of 1915 when it 
entered extensively into the field of track 
and commercial body manufacturing for 
automobiles. 

The history of the Parry Manufacturing 
Co. is about the same, the company hav- 
ing ceased the manufacture of buggies 
three years ago and ultimately confining 
itself to the exclusive manufacture of 
commercial automobile bodies. The 
merger between these two companies was 
effected June, 1919, with Martin-Parry, 
as a result of the merger, becoming an 
operating company. 

The two plants of the company are 
situated at York, Pa., and Indianapolis, 
Ind. Both plants have been enlarged 
from time to time and are now efficient 
operating units on a rather large scale. 
During 1920, the company radically 
changed its methods of building commer- 
cial bodies, necessitating extensive altera- 
tions of both plants. The result has been 
to lower manufacturing and transportation 
charges by a considerable margin and to 
‘ substantially increase the potential capac- 
ity of the plants. 

The company is somewhat peculiarly 
situated in respect to other concerns 
in the automobile industry in that most 
of its output is directly for the Ford 
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Co. account. In fact, last year about 
80% of its output went to the Ford 
factory. On that basis, the company is 
more or less dependent upon the rate of 
activity in the Ford plants. 

This year, Ford is understood to have 
had his most active year so the Martin- 
Parry Corporation must, of necessity 
have done well, too. According to the 
statement of the company, earnings dur- 
ing the second quarter of the year 
amounted to about $1.00 a share on the 
100,000 authorized and outstanding shares 
of capital stock. This amount alone was 
sufficient to cover dividend requirements 
for the two quarters, the dividend rate 
being 50 cents a share quarterly. 

The probabilities are that the com- 
pany will have equalled this record dur- 
ing the third quarter, so that the full 
year’s dividends should be covered “by 
earnings in the second and third quar- 
ters alone, without taking into consid- 
eration earnings during the first quar- 
ter and whatever earnings are made 
during the last quarter of the year. 


Financial Position Satisfactory 

The company is in a satisfactory 
financial position although not quite so 
good as at the end of 1919. At the end 
of 1920, current assets showed a loss of 
about $300,000 against the previous year. 
This, however, was partially offset by a 
decline in current liabilities of $115,000. 
The net loss in working capital, there- 
fore, was about $185,000 amounting to 
$1.85 a share, truly not a great amount. 

The main criticism of the company is 
its rather over-balanced inventory ac- 
count, which is not well supported by 
the liquid assets as they are constituted. 
However, the company has undoubt- 
edly made progress in this direction this 
year, so that the 1921 balance sheet 
should make a respectable appearance. 


Progressive Management 


The Martin-Parry management seems 
to be a sound, hard-working body with an 
eye toward the real building up of the 
company’s business. For the purpose of 
being of greater assistance to dealers, con- 
sequently increasing its own business with 
these people, the company is about to open 
up seven new assembling and distributing 
branches in the following cities: Phila- 
delphia, Cleveland, Pittsburgh, Detroit, 
St. Louis, Kansas City and Newark. This 
4s in addition to seven other plants located 
in other principal cities of the United 
States. 

The Outlook 


With the company managing to make a 
very good showing despite one of the 
most depressed periods in the history of 
the country, it has evidently a great deal 
to look forward to in a more prosperous 
period. The product may be considered 
a staple one in these modern times and 
there is no reason to anticipate that the 
demand will show a material falling off in 
future years, ignoring the changes inci- 
dental to the ordinary ebb and flow of 
business. The management is conserva- 


tive, knows its business and has built up a 
sound, well-established concern, 

Martin-Parry’s finances, while they 
might be improved upon, make a fairly 
good showing in comparison with a num- 
ber of other concerns in the same general 
field. The earnings of the company have 
been satisfactory and will be so this year. 
This record should be continued, even 
under ordinary conditions. The capitali- 
zation is modest, consisting of only 100,- 
000 shares of capital stock, there being 
no bonds or preferred stock authorized or 
outstanding. On such a small capitaliza- 
tion, on the basis of the business done by 
the company, it is not difficult to earn a 
fairly considerable amount. 








MARTIN-PARRY 


As of Dec, 31, 
Current Assets 1919 
Cash $123,312 
Accounts receivable.. 320,710 
Notes receivable .... 
Liberty Bonds 


Inventories 1,186,451 


$1,457,684 





Current Liabilities 
Accounts payable and 
accruals 


$74,961 
Federal taxes 65,636 





$254,945 
Net working capital. 1,502,558 
Net per share $15.02 




















Conclusion 


The stock is currently quoted at 
about 13, where it seems relatively 
cheap, especially considering the fact 
that $2 dividends are being paid and 
probably will continue to be paid. At 
this price, the yield is about 14%. 

The stock, has fluctuated in the past 
two years from 31 to about 11, the lowest 
price, so that at present levels it is sell- 
ing near the lowest figures in the history 
of the company. Net asset value is com- 
puted at $27.70 a share, as of Dec. 31, 
1920. 

The stock may be considered one of the 
most attractive low-priced issues on the 
New York Stock Exchanges. 





The Price of Safety 


It is perhaps a sad jest that all invest- 
ments are high grade until they turn 
otherwise. The meaning, of course, is that 
conditions may alter the character even 
of the best of bonds or other investment 
issues and that securities of this gilt-edge 
order have potentialties for turning into 
something of a*quite different character. 
There are unfortunately many instances in 
the security market of hitherto excellent 
issues developing pronounced speculative 
characteristics, although it is not to be 
understood from this, however, that the 
average high-grade security is subject to 
suspicion. It is not, but the point raised 
is that there are always possibilities of an 
adverse nature and that, therefore, the in- 
vestor should be careful to watch his hold- 
ings at all times. 

The price of safety is éternal vigilance. 
It behooves the investor to hearken to this 
caution. No investment should be put 
away and forgotten. The only kind of 
investment which should be forgotten is 
the kind which has turned out so bad as 
to be absolutely irretrievable. 
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HE present seems to be an excel- 

T lent time to throw some light on 

the various railroad preferred 





stocks listed on the New York Stock Ex- 
change. The majority of these securities 
are selling very close to the lowest prices 
they have ever sold at and with the very 
much improved rail outlook and the con- 
tinued easing of money rates it should not 
be long before there is a decided turn for 
the better among this class of security. 

There are offered, in this group, many 
possibilities for sound and attractive in- 
vestment as well as excellent speculative 
opportunities. As a group railroad pre- 
ferred stocks are something investors 
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should not overlook, for generally speak- 
ing a high grade railroad preferred is 
better than a high grade preferred of an 
industrial company. Industrial companies, 
as a class, are subject to so many more 
uncertainties and dangers, that railroad 
preferred stocks should really be given the 
preference, everything else being equal, 
when the objective is a sound in- 
vestment security, or even in the case 
where speculative issues are sought. The 
risk, as a rule, is not so great as with the 
industrial company. In the following 
article the railroad preferred list has been 
pretty thoroughly combed and the reader 
will be able to obtain a rather complete 
idea of what the various issues offer. 

The writer has*grouped these stocks 
into two classes in the accompanying 
table, namely (1) Sound Investment 
Stocks. (2) Speculative - Investment 
Stocks. Each one of these securities is 
discussed briefly in this article for the 
purpose of aiding the readers of THE 
MAGAZINE OF WALL STREET in the selec- 
tion of any of them. The two groups 
have been arranged in alphabetical 
order, and therefore the order in which 
these securities are discussed does not 
necessarily mean the order of their pref- 
erence, 


Atchison 5% Preferred 

Very little need be said about the sound- 
ness of this road. Atchison has long been 
considered one of the best of the standard 
rails, and its securities enjoy a very high 
investment rating on the New York Stock 
Exchange. There is $124,173,700 of the 
preferred stock outstanding, which is fol- 
lowed by $224,715,500 of common stock, 
with a market value of over $191,000,000. 
The preferred stock has an uninterrupted 
dividend record since 1900. The stock is 
non-cumulative. The margin of safety 
for this stock is very large. Earnings of 
the company since 1910 have averaged 
212% on the 5% preferred stock, or over 
four times dividend requirements. In 
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Railroad Preferred Stocks 


Some Strikingly Good Opportunities for Investors and Speculators 


By ARTHUR J. NEUMARK 


only one year since 1910 did Atchison fail 
to earn less than 17% on the preferred 
stock and that was in 1920, when the road 
just managed to cover the $6,208,685 divi- 
dend on the preferred, which was good 
compared with the operating results ot 
the majority of the roads in that year. 
This stock may well be placed in the same 
class as a good bond, for its security as to 
earnings and assets is as high as anyone 
could wish for in the purchase of a bond. 
That this is the opinion of Wall Street and 
the investing public is reflected in the sell- 
ing price of the stock. Atchison preferred 
sells around $80 a share, at which price 
the yield is but 6.2%, or little better than 
the yield on high grade railroad mortgage 





ings above preferred dividend require- 
ments back into the property. Although 
Big Four has earned large balances on 
the common stock in recent years the com- 
pany has not made any disbursement to 
the parent company. As a result of this 
policy the company has built up a profit 
and loss surplus of about $11,000,000, 
compared with a debit balance of $1,031,- 
573 in 1915, and this surplus would be con- 
siderably larger to-day if it hadn’t been for 
a fixed rental for the period of Govern- 
ment control. Big Four was one of the 
very few roads to earn a _ considerably 
larger balance than was obtained from 
the Government. Earnings for the past 
six years have averaged approximately 











bonds, and less than the yield on a good 62% per annum on the 5% preferred 
RAILROAD PREFERRED STOCKS 
No. of shares Dividend Current Present High Low 
Sound investments outstanding rate price yield (in last 5 yrs.) 
BREE adbipn vtec sicnsecsses 1,241,737 $5 $80 6.2% $102 $72 
Cleve., Cin., Chic. & St. L.. 470,287 5 64 7.8 86 58y 
Colorado & Southern Ist..... 85,000 4 54 7.2 62, 46 
N. Y¥., Chic. & St. L. 2d..... 109,998 5 67, 74 90% 50 
Norfolk & Western .. oes 229,923 4 67% 5.9 (a) 76 64 
ST EOD pcessecececcen 560,000 2 40 (b) 5.0 61 33 
CEE occncadenentene 995,435 4 65 6.2 85 61% 
Speculative investments 
Baltimore & Ohio ........... 588,632 4 51 7.8 80 38% 
Chic,, R. I. & Pacific........ 294,221 7 77 9.1 88 44 
Kansas City Southern ....... 210, 4 51 7.8 64% 40 
St. L.-San Fran. (bonds) ....$38,603,793 6% 69% 8.6 ‘ - 
Western Pacific ............. 275,000 6 60 10.0 78 35% 
(a) Two year range. (b) Excluding ‘‘rights."’ 

















many high grade industrial mortgage bonds. 
The price of this stock is governed to a 
great extent by existing money rates, and 
when the return on capital is smaller than 
the prevailing rate to-day this security 
will sell at considerably higher prices. 
The stock has sold as high as 102 in the 
last five years and normally always sells 
between $95 and $100 per share. Since 
1901 the stock has never sold below $70 a 
share. Investors can safely purchase this 
security and expect an attractive appre- 
ciation in value within the coming year. 


Big Four 5% Preferred 


The preferred stock of the Cleveland, 
Cincinnati, Chicago & St. Louis R. R. 
(Big Four), while not of as high a char- 
acter as Atchison preferred, is neverthe- 
less a very sound security with attractive 
possibilities at current levels. The Big 
Four is controlled by the New York Cen- 
tral R. R. through ownership of $30,207,- 
700 of the $47,028,700 outstanding common 
stock. Big Four is one of the most pros- 
perous of the New York Central’s sub- 
sidiaries. The company is conservatively 
capitalized and it has always been the 
policy of the parent road to put the earn- 


stock, or over 12 times dividend require- 
ments. In 1913 and 1914 the road failed 
to cover its interest charges and the pre- 
ferred dividend was omitted in these two 
years. The poorer operating results dur- 
ing this period was due to very excessive 
maintenance charges and the business de- 
pression which existed particularly in the 
large industrial centers of the east. In 
the five years prior to 1913 the company 
earned its preferred dividend substantially 
over and paid it in each of these years. 
Except for the two years above mentioned 
Big Four has paid its preferred dividend 
regularly since 1908. The stock is non- 
cumulative. The preferred stock is fol- 
lowed by the common stock, which has a 
market value of close to $17,000,000. The 
preferred stock is now selling around $64 
a share, at which price the yield is 7.8%. 
While the earnings of this road are sub- 
ject to greater fluctuations than those of 
Atchison, and the stock is not as well sea- 
soned, the preferred stock is nevertheless 
a safe investment and very attractive at 
present levels. The higher yield on this 
security compensates the investor for the 
slightly greater risk, and in addition there 
are possibilities for a larger enhancement in 





value. This stock sold as high as 101% 
in 1912, and prior to that used to sell 
above par regularly. 


Colorado & Southern 4% Ist 
Preferred 


The Colorado & Southern Railway is a 
subsidiary of the Chicago, Burlington & 
Quincy R. R., which is in turn controlled 
jointly by the Great Northern and North- 
ern Pacific Railroad companies. This 
issue is in very much the same class as the 
Big Four preferred stock, although the 
market for this security is much narrower 
than in the case of the former stock. 
There are only 85,000 shares outstanding 
and the shares are very inactive. For this 
reason this issue is not as desirable a pur- 
chase as either of the previously mentioned 
ones, As to security and earnings, however, 
there is very little to choose from be- 
tween this issue and thé Big Four pre- 
ferred stock. This issue ranks ahead of 
the second preferred stock, which also 
pays 4%. Dividends have been paid reg- 
ularly in every year since 1900 with .the 
exception of 1905 and 1915. Earnings of 
the company have averaged 21.1% for the 
past ten years on the 4% preferred stock, 
or over five times dividend requirements. 
In only one year in this entire period did 
Colorado & Southern fail to earn sufficient 
to cover the first preferred dividend and 
that was in 1920, when because of high 
operating costs the road fell short of earn- 
ing its fixed charges. The stock is now 
selling around $54 a share, at which price 
the yield is 7.2%. While this stock is at- 


tractive at this level it is not as desirable 
Big Four preferred 


a purchase as the 
stock. 


Nickel Plate 5% 2nd Preferred 


The New York, Chicago & St. Louis 
R. R., otherwise known as Nickel Plate, 
has been doing exceptionally well of recent 
years. The road seems to have been get- 
ting even more than its normal share of 
the North Central traffic. The road is con- 
servatively capitalized and is well able to 
earn substantial balance on the common 
stock. The reason for selecting the second 
preferred stock in preference to the first 
preferred is because of the very few 
shares of the latter outstanding and the 
extremely narrow market existing for the 
issue. The second preferred is also a 
small issue (there are 109,998 shares out- 
standing), but this is twice as large as the 
first preferred issue. The important feat- 
ure about this issue is that it shares equal- 
ly with the first preferred and common 
stocks in the earnings of the company in 
excess of 5% on the common stock. This 
is likely to prove a very valuable feature, 
for the earnings of the company in the 
past few years have been substantially in 
excess of the 5% requirements on the 
common stock, although no distribution 
was made on this class of stock. Divi- 
dends on the second preferred stock have 
been paid regularly since 1901, with the 
exception of 1914 and 1915. While no 
payment was made in 1915 the 5% divi- 
dend was earned. Earnings for the past 
ten years have averaged 12.4% on the 5% 
second preferred, or over twice dividend 
requirements. For the past two years and 
for the current year earnings have aver- 
aged about 20% or about four times divi- 
dend requirements. The second preferred 
stock is now selling around $67% a share, 
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‘stock is 


at which price the yield is,74%. The 
non-cumulative. It is now 
selling as high as it has ever sold within 
the last six years, no doubt due to the ex- 
ceptionally large current earnings of the 
road. As the margin of safety for this 
issue does not seem to be as high as that 
of the previously discussed roads, and the 
earnings are subject to wider fluctuations 
this stock can hardly be considered as 
safe. It is a question whether or 
not the road can maintain the present 
rate of earnings, and in the opinion of the 
writer Nickel Plate will be able to. The 
road operates in a very prosperous section 
of the country and should be able to obtain 
its full share of future business. In this 
case the stock would sell considerably 
higher, and the possibilities of extra dis- 
bursements on all classes of stock would 
be much brighter. The stock is a good 
investment with very excellent speculative 
possibilities. 
Norfolk & Western 4% 
Preferred 

The Norfolk & Western Ry. has long 
been the best paying coal carrier in the 
Pocahontas region and its preferred stock 
enjoys a rating almost as high as the 
soundest mortgage bond. The reason for 
this is quite obvious. Norfolk & Western 
has paid dividends regularly in every year 
since 1900, and has always reported earn- 
ings far in excess of the dividend require- 
ments of this issue. The only exception 
being in the year 1920, when the road lost 
a good deal of its valuable traffic through 
government diversion of traffic and was 
severely handicapped by high operating 
costs, whereas its chief commodity, coal, 
brought but a comparatively low rate. For 
the nine years ended December 31, 1919, 
earnings averaged 53% per annum on the 
4% preferred, or over 13 times dividend re- 
quirements. In the current year earnings 
are running at the annual rate of 5% on 
the common stock. The preferred stock is 
followed by $22,992,300 of common which 
has paid dividends ranging from 2 to 7% 
in every year since 1901. The common 
stock has a present market value of over 
$155,000,000. The preferred is now selling 
around 67%, at which price the yield is 
but 5.9%, or about the same as exists for 
high grade mortgage bonds. This stock 
can be as safely purchased as a bond but 
it does not offer such exceptional oppor- 
tunities for enhancement in value as the 
issues previously discussed. 


Reading 4% 1st Preferred 

The value of the shares of the Read- 
ing Company has been subject to a con- 
siderable difference of opinion since the 
dispute between the holders of the pre- 
ferred and common stocks as to the re- 
spective rights of each issue. Regardless 
of the outcome of this dispute the pre- 
ferred shareholders seem assured of shar- 
ing in any distribution of assets, as the 
company has declared its intention of sub- 
mitting a new plan should the dissenting 
common stockholders win their point that 
under the present plan they are entitled 
to the entire distribution of:assets. Read- 
ing first preferred is selling around $40 a 
share and pays an annual dividend of 4% 
on the $50 par value stock, or $2 a share. 
This would give the purchaser a yield of 
5%, without taking into consideration the 
value of the rights which attach to this 


class of stock under the present play , 
would probably be attached to the stg 
under any plan. The rights are now sellis 

around 164%. Thus at current levels 4 
first preferred stock would really cost 4 
purchaser but $2342 a share, at whi 

price the stock would yield 85%. This 

an exceptionally attractive yield for a hig; 
grade preferred stock, and offers an ¢ 
ceptionally good opportunity for substay 
tial enhancement in value. Dividends , 
$2 a share have been paid regularly sip 

1903, and the company should be able y 
maintain this rate in the future from raj 
road operations alone. Earnings jor th 
last ten years have averaged 40% on t 

4% first preferred stock, or ten times diy 
dend requirements. Once the legal ques 
tions involved in the segregation of th 
coal properties are settled this stock shou) 
sell considerably higher. This stock is 

very attractive investment. 


Union Pacific 4% Preferred 


Here we again have a security of th 
highest calibre; one which the investor ca 
safely purchase at these levels and be al 
most assured of a fair appreciation in valu 
within a reasonable length of time. Uni, 
Pacific preferred is selling to give the sam 
yield as Atchison preferred, that is at $65 
share or @ yield of 6.2%. Dividends o 
this stock have been paid regularly sinc 
1900, and earnings have at all times beey 
substantially in excess of dividend require 
ments. Earnings for the past ten years 
have averaged over 38.5% on the 4% pre- 
ferred stock, or more than 9 times dividend 
requirements. There are 995,435 shares o 
the stock outstanding. The stock is non- 
cumulative. ~The preferred stock is fol- 
lowed by $222,293,100 of common stock 
which has a current market value of $266; 
751,000.. The company has maintained 
10% dividend rate in every year since 1% 
on the common stock and has paid divi- 
dends of at least 342% in every year since 
1900. The preferred stock sold as high as 
85 as recently as 1917 and 75 in 1919. It 
is now selling within four points of the 
lowest price it has ever sold at. The stock 
is a very attractive investment at current 
levels. 


Baltimore & Ohio 4% Preferred 


The Baltimore & Ohio preferred stock 
has enjoyed a much higher rating in years 
gone by than it does at present, but the 
present comparatively low price of the stoc 
makes it an attractive purchase. The Bal- 
timore & Ohio R. R. is essentially a coal 
carrying line. Its lines tap the rich coal 
fields of West Virginia and extend to 
some of the leading cities of the middle 
west. During the war the Government 
diverted a great deal of the road’s most 
valuable traffic to the roads which could 
handle it by the shortest route. Then 
again the Government control of the desti- 
nation of all the coal produced upset the 
normal routing of this commodity. These 
factors combined with high operating costs 
played havoc with Baltimore & Ohio eart- 
ings, but it is the writer’s opinion that the 
road will regain a large amount of this traffic 
and will be able to cover preferred divi- 
dends with ease. In 1918 and 1919 B. & O. did 
not earn sufficient to cover fixed charges 
and in 1920 it did not even cover its operat- 
ing expenses. In the current year cart 
ings have improved considerably and the 
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17, the road’s earningS were very 
gular, and the preferred dividend was 

autially earned in every year. Earn- 
averaged 19.5% on the 4% preferred 
; or almost 5 times dividend require- 

Dividends on this class of stock 
een paid regularly since 1900. (The 
s non-cumulative.) This is a very 
record, and one that should convince 
nvestor that under normal condi- 
the road will have no difficulty in 

the preferred dividend, but the 
as am earning power even greater 
indicated by the above facts. Prior to 
7. & O. earned substantial balance on 
mmon stock, and paid dividends on 
is stock in every year from 1900 to 1919 
sive. It would therefore seem that 
resent selling price is entirely too low 
for so seasoned a security, a price which 
oubt reflects the investors’ lack of con- 
fidence in the future of the Baltimore & 
Ohio system. The stock at 51 yields 7.8%. 
It is the belief of the writer that a pur- 
chaser of this. security at current levels 
will some day be able to sell it from fifteen 
to twenty points higher. The stock as re- 
cently as 1917 sold as high as $77 a share. 







































































i@ Chicago, R. I. & Pacific 7% 
Ae Preferred 
bee! We here have a stock a few steps re- 
tire moved from the grade of security we have 
earsam been discussing before. The above men- 
pre tioned securities may well be considered 
lend—™ the cream of the railroad preferred stock, 
's off the best investments that are to be had in 
ron this group. We have here a security which 
fol is not so well seasoned as the other stocks 
‘ockig and where the element of risk is greater. 
66,4 For the investor who is seeking a reason- 
d ably secure stock, which has greater specu- 
19079 lative possibilities and gives a larger re- 
ivi-™ turn on the investment in lieu of the higher 
inceam degree of safety, the 7% preferred stock of 
| asi this company would meet the requirements. 
I The Rock Island system was reorganized in 
the 1917. Interest charges were scaled down 
ocki# approximately $3,000,000, and the present 
enti issues of 7 and 6% preferred stocks were 
created. There are 294,221 shares of the 
7% preferred stock outstanding, which calls 
edi for an annual outlay of slightly over $2,- 
ck, 900,000 in dividends. The basis for faith 
ars 2 this road would be found in its pre-war 
shel camnings. In the four years prior to 1915 
a Rock Island earned substantial balances on 
a.m tte common stock and paid dividends of 
oal 5% on this class of stock in three of the 
oal four years. Rock Island handles the lar&- 
tom st volume of business of any of the roads 
jie ® the southwest district, and its lines ex- 
te od through rich and fertile sections of 
ty ¢ country. Since reorganization the 
id "2's earnings have been far below ex- 
ene Pectations. Gross has increased satisfac- 
‘fm ‘Orily, but net earnings in 1918 and 1919 
hell (windled to less than half of the previous 
ce Years’ results, and in 1920 net was almost 
tf Wiped out entirely. This, however, is a 
»- “ety abnormal condition for Rock Island, 
if 2nd normally the road should be able to 
sf ake a considerably better showing. 
Ig Operations for the current year are already 
id showing this to be true. For the first 





seven months earnings were at annual 
rate of about $1.55 a share on the 6% 
preferred stock (the 6% preferred stock 
is subsequent in lien to this issue) which 
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is by far the best showing the road has 
made since reorganization. One very im- 
portant feature of this stock is that it is 
cumulative up to 5% per annum. The 
outlook for the rest of the year is bright 
and it is quite likely that the year’s opera- 
tions will result in a balance for the 
common stock. The company has paid 
dividends on both preferred stocks regu- 
larly since the reorganization. The 7% 
preferred stock is now selling around 77, 
at which price the yield is 9.1%. This 
appears to be a very attractive specula- 
tive investment. 


Kansas City Southern 4% 
Preferred 


The preferred stock of this company 
is selling at the same price as the pre- 
ferred stock of the Baltimore & Ohio R. 
R., but in the opinion of the writer it is 
not worth as much as the latter stock. 
The situation is simply this: While the 
Kansas City Southern preferred is worth 
every bit of $51 a share and probably 
more, the Baltimore & Ohio preferred 
stock is selling much below its real value. 
This is no doubt due to the fact that the 
earnings of Kansas City Southern have 
been very much better, proportionately, in 
the last few years than the earnings of 
Baltimore & Ohio. This condition has 
held right up to date, but in view of the 
past performance of the road it does not 
seem likely that this condition will last 
for long. The Kansas City Southern sys- 
tem is only about one-sixth the size of 
Baltimore & Ohio. The road operates 
in the southwest, and under almost any 
conditions the volume of traffic it can pos- 
sibly handle will be very limited for some 
time to come. The territory it serves is 
developing rapidly, but it is not to be ex- 
pected that it will be able to furnish the 
road with any more traffic than it did 
in the last three years, when the road 
earned the preferred dividend in one year 
and failed to do so in the other two. The 
road has never earned the preferred divi- 
dend by a very large margin, the best 
year being 1917 when the dividend was 
earned three times over. Earnings for the 
past ten years averaged 6% on the 4% 
preferred, or about 1% times dividend re- 
quirements. Nothing was ever paid on 
the common stock. The preferred stock 
has paid dividends regularly since 1907. 
Another factor which makes the stock 
considerably speculative is the asset value 
behind it. The Interstate Commerce 
Commission’s tentative estimate of the 
cost of reproduction of the properties on 
June 30, 1914, was $52,000,000, which was 
about one-half of the book value of the 
properties. This valuation would cover 
the funded debt of the company, but leave 
less than $5,000,000 available for the pre- 
ferred. or make it worth about $17 less 
per share than the present selling price 
All in all the preferred stock of this 
company must be considered as specula- 
tive. The issue can hardly be considered 
as attractive as the others previously dis- 
cussed. 


St. Louis-San Fran. Adjust. 
Mtge. 6s 


In discussing this issue we are veering 
somewhat from our course, but only be- 
cause this bond may well be considered in 


the same class as a preferred stock. It 
does not constitute a hxed charge of the 
company, for interest is only required to 
be paid when earned. Interest 1s cumu- 
lative and all back interest on this issue 
must be paid betore there can be any dis- 
tribution on the Income Mortgage Bonds. 
This road was reorganized in 1916 and 
fixed charges were scaled down approx- 
imately $3,000,000. This issue and the 
Income Mortgage Bond issue were created 
in the order named. There are $38,603,- 
793 of these bonds outstanding. The road 
has earned the interest on these bonds in 
every year but 1920, when it just managed 
to cover fixed charges. For the four 
years ended December 31, 1919, earnings 
averaged 2.4 times interest requirements 
on this issue. For the current year earn- 
ings are running well in excess of any 
previous year. As a mortgage bond the 
issue is pretty far removed from the 
property, but there are sufficient assets to 
allow for one hundred cents on the dol- 
lar. The bonds are now quoted around 
69%, at which price the investor would 
receive the very handsome yield of 8.6%, 
and if held to maturity a yield of 89%, 
This is an extremely attractive return on 
the investment and offers very remarkable 
speculative possibilities. The bonds are 
net yet seasoned but in time will probably 
sell much higher. The Frisco system has 
demonstrated a very satisfactory earning 
power, and it operates a large system in 
a prosperous and growing section of the 
country. This is a really excellent specu- 
lative investment. 


Western Pacific 6% Preferred 


The best that can be said for this stock 
is that it has excellent speculative possi- 
bilities. The Western Pacific Co. has re- 
cently acquired the Denver & Rio Grande 
R. R. in settlement of a judgment against 
this road. The acquisition of ‘this road 
should be of great advantage to Western 
Pacific. Operated separately neither 
Western Pacific nor Denver & Rio Grande 
were able to make a very profitable show- 
ing, but as one system much better results 
should be obtained. If we combined the 
operating results for 1920, which both 
roads should be able to improve upon in 
normal times, we would arrive at a figure 
of about $3,700,000 available for the pre- 
ferred dividend of $1,650,000, or about 
2.3 times requirements. The earnings of 
both roads have been disappointing thus 
far this year. Combined operations for 
the first seven months were only at the 
annual rate of about 61% of fixed 
charges. The Denver & Rio Grande R. R. 
suffered a rather heavy loss in the recent 
flood at Pueblo, Colorado, the damage be- 
ing estimated at over $1,500,000, and it is 
quite possible that the road has been mak- 
ing extra charges against current opera- 
tions to make up the loss. This is only 
a conjecture, however. The Western Pa- 
cific Corporation, the holding company, is 
in a very strong financial position. The 
company was very successful in its claims 
against the government for additional 
compensation and damages to the road. It 
received from the government $4,200,000 
in cash, was discharged from its obliga- 
tions amounting to $1,950,000 and $2,211,- 
588 for debts arising from prior advances 
and government expenditures on additions 

(Continued on page 802) 








The Bond Market 


Bonds in New High Territory 


A Resumé of the Action of the Bonds Originally Recommended in Our Bond Buyers’ Guid 


r HE action of the bond market in 
the past two weeks has been more 
than favorable. Prices for the pre- 

two weeks had been very firm 

with a gradually improving tendency, 
but the entire market has taken on 

a fresh impetus and the heavy buy- 

ing of the last two weeks has 

pushed prices into new high levels. 

Many factors have been contributing to 

this continued improvement in bond 

prices, but chief among them, we be- 
lieve, is the broader realization among 
investors that the bargains which are to 
be found in the bond market may not 
be there for long. Only recently the 

Federal Reserve Bank of New York 

reduced its rediscount rate from 5%4% 

to 5%, which action followed that of 

the Reserve Bank of Boston. This was 
further proof of the steadily improving 
financial position of the banks. Time 
money can now be obtained at as low 
as 51%4%, and commercial paper is plen- 
tiful around 6%. The easing money 
situation we have so often spoken 
about in these columns is running true 
to expectations. It is only natural that 
the course of bond prices should be up. 

In addition to this the industrial and 

economic situation throughout the 

country is slowly but surely improving. 

There are many signs of increasing ac- 

tivity. The outlook for the public util- 

ity companies is very bright. With 
lower operating costs this group should 
do much better in the coming year. 

Public utility bonds are reflecting these 

conditions. The railroad situation has 

improved corsiderably and the roads 
are now entering the busiest months of 
the year with their operating costs con- 
siderably reduced and efficiency of oper- 
ation fast returning to what it was in 
pre-war years. Railroad bonds have 
béen very strong and should continue to 
work higher. As for the industrial com- 
panies, they have seen the worst and 
have gone a long way towards working 
off their high-priced inventories. The 
outlook here is also much brighter, 
especially in the steel and equipment 


group. 


vious 


The Railroad Bonds 

This group was particularly strong 
during the past two weeks and ad- 
vances of from % to 2 points occurred 
along the entire list. The largest ad- 
vances took place in the Middle Grade 
Group, where the Illinois Central and 
Atchison bonds went up two points 
each. Every bond in this group was 
up over a point with the exception of 
Baltimore & Ohio and Norfolk & West- 
ern bonds, which advanced 4 and % 
points respectively, and the Atchison 
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convertibles, which declined a point and 
one-half. In the speculative group the 
largest advance was recorded by the 
Carolina, Clinchfield & Ohio bonds, 
which went up 2 points. The St. Louis 
Southwestern bonds were up 1% points 
and the St. Louis-San Francisco bonds 
1 point. We wish to call our readers’ 
attention to a couple of errors which 
appeared in the speculative railroad 
group of our last Bond Buyers’ Guide. 
The bond that headed the list, namely, 
the Western Maryland Ist Mortgage 
4s, had an incorrect price and yield op- 
posite it. The price should have been 
55 and the yield 7.90. The second bond 
on the list, namely, the Iowa Central 
lst Mortgage 5s, was not the issue 
which the writer had intended should 
appear... The issue in mind was the 
Iowa Central Ref. 4s, which are sub- 
sequent in lien to the 5s, but offer 
greater speculative possibilities. The 
correct price and yield for this issue 
appears in the current issue. 


Public Utility Group 


This group was particularly strong 
and the strength was pretty well dis- 
tributed over the Gilt Edge and Middle 
Grade groups. With the exception of 
two issues, which were unchanged in price, 
every bond in these two groups were 
up from 1 to 3 points. In the Gilt Edge 
group the largest advance was recorded 
by the Pacific Telephone & Telegraph 
5s, which were up 3 points. The issues 
which were unchanged in price were 
the Montana Power and N. Y. Gas, 
Elec. Light, Heat & Power 5s. In the 
Middle Grade group the Cumberland 
Telephone & Telegraph 5s were up 3 
points, the Detroit Edison bonds 2% 
points, the Utah Power & Light 5s 2% 
points and the Brooklyn Edison bonds 
2 points. The other two bonds in this 
group were each up 1 point. In the 
speculative public utility group the first 
bond was unchanged in price, but the 
second and third issues were up 1% and 
2% points, respectively. The Public 
Service Corp. bonds, on the other hand, 
declined % point and the Virginia Rail- 
way & Power 5s 1 point. 


Industrial Bonds 


The action of the industrial bonds, 
while not as sensational as the public 
utilities, was nevertheless very satis- 
factory. Bonds in the Gilt Edge indus- 
trial group advanced on an average of 
1 point. Each of the first four issues 
in this group advanced a point or more, 
and in the case of the Indiana Steel 
bonds the rise amounted to 1% points. 
In the Middle Grade group every bond, 
without exception, was up from % of 


a point to 2 points. The largest ad. 
vance (2 points) was recorded by the 
International Mercantile Marine 6 
Each of the first four issues in this 
group rose 1 point or more. In the 
Speculative industrial group there was 
quite a sharp advance in the Chile Cop- 
per Co. bonds, which were up 3 points 
from the previous two weeks. The 
Cuba Cane Sugar bonds also recorded 
a very substantial gain of 23% points, 
while the Virginia Carolina Chemical 
7%s rose 1 point. The American Writ- 
ing Paper and the American Cotton Oil 
issues were unchanged. 


Foreign Government Issues 


These bonds seem to have become 
quite popular with the investing public 
The demand for these foreign issues 
has been very heavy in the past month. 
The yield on these bonds has been very 
attractive, ranging in most cases from 
64% to 84%. While the situation in 
European countries today is not good 
and there is a long and arduous path 
ahead of the majority of them, the con- 
viction has been probably growing that 
eventually these countries will all re- 
turn ‘to their normal state of produc- 
tivity and straighten out their financial 
difficulties, and that the high yields that 
exist today will gradually but surely 
dwindle. This attitude has been espe- 
cially noticeable in the better grade of 
bonds, especially in the bonds of those 
countries which suffered very little from 
the war. The largest advances took 
place in the municipal bonds of the 
neutral European governments. The 
City of Copenhagen, the Government 
of Argentina and the City of Christiania 
bonds all advanced 2 points. The Do- 
minion of Canada bonds were not. far 
behind with an advance of 1% points. 
The only issue in this group which did 
not rise was the Danish Municipal 8s. 
In the more speculative group the ad- 
vances were only fractional and in the 
case of the French Government and 
Kingdom of Belgium bonds fractional 
losses were recorded. 


Resumé of All Recommendations 


It is now three months since we 
started what was originally called our 
“First Aid to Bond Buyers.” The time- 
liness of the inauguration of this feature 
of. THe MaGazIne or Watt Street can 
best be shown by a comparison of cur- 
rent prices of the bonds incorporated in 
our Guide with those of three months 
ago. The appended table gives a com- 
plete record of the price changes since 
the inception of the Guide. It will be 

(Continued on page 793) 
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Atchison (b) Genl. " Mig. 1995 
Chic., B. I. & Pacific (a) te. 4s, 1988 


Indus 


General Electric (b) ‘Deb. 
International Paper (a) 5s, 
Indiana Steel (a) 5s, 1952 
Liggett & Myers (aa) Deb, 5s, 1951 
National Tube (a) 5s, 1952 
Corn Products (a) 5s, 1934 .. 
U. 8. Steel (a) 5s, i963 
Baldwin Loco, (a) 5s, 1940 

Public Utilities. 
Amer, Tel. & Tel. (c) 5s, 1946 
Duquesne Light (b) 6s, 1949 
Pac. Tel. & Tel. (a) 5s, 1937 
N. ¥. Telephone (b) 4%s, 1939 
Montana Power (c) 5s, 
Cal. Gas & Electric (a) 5s, 1937 
Western Union Tel. (a) 4%s, 1950 . 
N. Y. G., E. L., H. & P. (a) 5s, 1948. 
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Railroads, 
Illinois Central (b) Col, Trust 4s, 1952 
Southern Pacific (b) Col. Trust 4s, 1949 
Balt. & Ohio (b) Ist Mtg. 4s, 1948 
Norfolk & Western (a) Conv. 6s, 1929 
Atchison (a) Conv, 4s, 1960 
St, Louis-San Fran, (a) Prior Lien 4s, 
Cleve., Cinn., Chic, & St. L. (a) Deb, rv 1931 
Ches. & Ohio (b) Conv. 5s, = « 
Pere Marquette (c) Ist Mtg. 5s, 
Kansas City Southern (a) Ist te. 
Pennsylvania (a) Genl, Mtg. 968° 
St. ot Southwestern (a) Ist Sts. 4s, 1939 
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Diamond Match (c) Deb. 7%s, 1935 
Du Pont de Nemours (c) See 


U. 8. Bubber (eo) 5s 
Amer. Smelting & Rednine (c) 5s, 1947 
Goodyear Tire (c) 8s, 194 

Public Utilities. 
Detroit Edison (c) Ref. » § 
Brooklyn Union Gas (a) 5s, 
Northern States Power obs, mt 
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Brooklyn Edison (c) 5s, 
Utah Power & Light (a) 
Cumberland Tel. & Tel. (b) bs, “Tes 


Railroads. 
Western Maryland (a) Ist Mtg. 
Iowa Central (a) Ist Mtg. 5s, iste. 
St. Louis Southwestern (a) Cons. =~ 4s, 1 
St. Louis-San Francisco (c) 4 . Os, 
Southern Railway (a) Genl. = 
Missouri _—_— Xp) Genl. tate, ~ hs 
Carolina, Clinch. & Ohio (c) Ist ms. = 1938 
Minneapolis & St. Louis (a) Cons. — 5s, 1934 
Denver & Rio Grande (c) ist Ref. 5s, 1955 
Industrials. 
American Writing ag () 6s, 1939 
Chile Copper (b) 6s, 1 
Va.-Carolina Chemical (c) Tis, 1982 
American Cotton Oil (a) 5s, 1931 
Cuba Cane Sugar (c) 7s, 1 
Public Utilities, 
Hudson & Manhattan (c) a. 5s, 1957 
Intr. Rapid Transit (a) 5s, 1966 Y 55 
Third Avenue ° Refg. 4s, 1960 r 53% 
Public Service Corp, of > J. (a) 5s, 1959 67% Y 67% 
Va. Rwy. & Power (a) 5s, 1934 65 v 65 
(aa) Lowest denomination, $5,000 (b) Lowest denomination, $500. (4) Lowest denomination, $50. 
(a ) Lowest denomination, $1,000. (ec) Lowest Sesion $100, 


*Bonds in these groups were recommended on June 25. 
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Opportunities in Convertible Bonds 


Salient Facts About These Issues and a Few Recommendations 


LMOST every investor realizes 
that stocks are low. They may 
go lower, but, in any event, stocks 

today are cheap, and it is only a question 
of time until the general average will be 
on a much higher level. The old axiom 
of “buy when they are down and sell 
when they are up” is familiar to most of 
us, but the trouble is that the average in- 
vestor (I am not referring to speculators) 
cannot afford to risk stock purchases and 
assume the danger of having his income 
cut off by the passing of dividends. 

This possibility of dividend omission is 
always imminent when stocks are low, for 
the reason that low prices, as a rule, re- 
flect or discount some current or future 
economic conditions which threaten gen- 
eral prosperity. Some companies, of 
course, pull through a crisis without the 
necessity of discontinuing dividends, but 
an investor, who is dependent on the reg- 
ular receipt of certain income, is never 
quite sure enough of most common stocks, 
and many preferred issues, to trust his 
principal to them. Who, for example, 
could have foreseen a year and a half 
ago the recent passing of dividends on 
Central Leather preferred, American Cot- 
ton Oil preferred, American Agricultural 
Chemical preferred, Pierce-Arrow pre- 
ferred, Virginia-Carolina Chemical pre- 
ferred, American Sugar Refining com- 
mon, U. S. Rubber common, Anaconda 
Copper and hosts of others, preferred and 
common, that had had unbroken records 
for years and years. 

But the fact remains that these divi- 
dends have been discontinued and we are 
by no means sure that further suspensions 
will not occur. Although fundamental 
conditions have shown considerable im- 
provement over the past few weeks, the 
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country at large is still far from being 
entirely “out of the woods” of readjust- 
ment. Still, the investor who knows that 
stocks are cheap and knows that it is 
time to buy, cannot afford to assume the 
risk involved. Several years hence, when 
the country is again on a high plane of 
prosperity, he will look over the list of 
stock prices and realize the golden op- 
portunity that slipped away from him in 
1921. 

There is, however, a means whereby a 
conservative investor may safeguard his 
principal and still have an opportunity to 
participate in the upswing which must 
eventually come. The answer it—Convert- 
inle bonds. 

Convertible bonds, it is hardly neces- 
sary to tell readers of THe MaGazIne oF 
Watt Street, are those issues which carry 
the privilege of exchanging (converting) 
the issue into stock. In some cases the 
privilege calls for an even exchange; in 
others, at a specified price, either above 
or below par; usually into common stock, 
but sometimes into preferred, or even into 
the stock of a subsidiary or affiliated com- 
pany. This conversion feature imparts to 
the bonds a potential value which be- 
comes an actual value as the price of the 
stock, into which the bonds are converti- 
ble, advances. A convertible bond does 
not fall below its intrinsic value as a 
bond, even in a falling stock market; on 
the other hand, it may appreciate in price 
many points above this intrinsic value, 
should the price of the stock score an ad- 
vance above the “conversion level.” 

The “conversion level” is a term which 
will bear explanation. It is that price at 
which the stock (into which the bond is 
convertible) must sell to make the con- 
vertible feature of value, such level being 


based on the present price of the bond. 
To illustrate: In the case of a bond 
selling at, say, 80, convertible into com- 
mon stock on a par for par basis (10 
shares of stock for each $1,000 bond), the 
conversion level would be 80, as every 
point above that level that the stock should 
sell would cause a corresponding increase 
in the price of the bond. Where a bond 
is convertible on other than a par for par 
basis the calculation is slightly more in- 
volved. Take the case of a bond selling 
at 90, convertible into stock at 80. Di- 
vide 80 into 1,000, which would give the 
number of shares that could be obtained 
for each $1,000 bond, namely, 1234 shares 
Then divide the number of shares (1234) 
into the present price of the bond (90) t 
arrive at the conversion level of 72. In 
other words, every advance in the price 
of the stock above 72 would cause a pro- 
portionate rise in the bonds above 90. A 
short method of determining this conver- 
sion level, in the case of any convertible 
bond, is expressed in the following rule, 
which is well to remember: 

To find the conversion level of a stock 
into which a bond is convertible, multiply 
the present price of the bond by the price 
at which it is convertible and divide by 100. 

There are a number of convertible bonds 
listed on the New York Stock Exchange 
and from these the list accompanying this 
article has been made up. The list is in- 
tended to be selective, rather than ex- 
haustive, and several issues, such as Erie 
4s 1953, New Haven 6s 1948, U. S. Smelt. 
Ref. & M. 6s 1926, etc., have been pur- 
posely omitted for obvious reasons. The 
list is arranged in three groups, rails, 
public utilities and industrials, and the 
bonds in each group are listed according 


(Continued on page 798) 








Norfolk & Western 6s, 1929 
Norfolk & Western 4%s, 1938 
Atchison 4s, 1960 





INDUSTRIALS. 
Amer. Ag. Chemical 5s, 1928 
Internatl. Paper 5s, Ser. A, 1947 
tAtlas Powder a fae 





(a) Privilege expires Sept. 1, 1928; (b) 
(e) soavertible at 80 until April 1, 1988, 
vertible from March 1, , 

Amer. Class B Common; (k) conv 
2% shares common for each $1,000 bonds. 
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_ DETROIT UNITED 4%%s 


Bonds Look Safe 


| would thank you v much if you would 
advise me if I should hold 5-Consol. Mortgage 
+H First Bond (36 years Gold Bonds) Detroit 
nited Railway, I see by the papers that there 
is some political disturbance around that rail- 
rood and would like to know if my holding is 
per oe safe and nct to see it turn into another 
B. = . disaster. An early reply would greatly 

etroit United Railway has been the 
storm center of the fight that has becu 
going on for many years. It seems to be 
largely political. The City of Detroit ap- 
parently wishes to take over the urban 
end of the enterprise. Franchises on all 
but 45 miles of the company’s 315 miles 
in Detroit will have expired by 1928. The 
lines were appraised at $31,000,000 in 1919 
and freed of its city properties, the com- 
pany could then confine itself to the oper- 
ations of its out-of-town lines, of which 
it has over 900 miles. Lines outside of 
Detroit were appraised in 1919 at $41,- 
000,000. Of the company’s $35,000,000 
funded debt outstanding in the hands of 
the public $17,000,000 is on the Detroit 
City Line. If the company had accepted 
the offer of $23,00,000 for its city lines 
in 1915 this would have wiped out funded 
debt of $19,000,000 and left a surplus of 
$4,000,000. The company has outstanding 
$35,000,000 consisting of its consolidated 
4%s which total $14,500,000, the balance 
consisting of underlying bonds, interurban 
lines 5 year 7s and a recent 8% mort- 
gage. The company’s funded debt is less 
than $40,000 a mile which is considered 
moderate. Its 7% notes mature in 1923 
and there are other obligations maturing 
up to 1932 in regard to which it is be- 
lieved a definite program is being worked 
out to provide for this situation. The 
company earned its fixed charges by a 


large margin during the war and was able 
to pay dividends at the rate of 8% on its 
stock. At a price around 60, the 44% 
bonds yield over 11% and we believe 
that they are undervalued even in spite of 
the uncertainties. These bonds are cov- 
ered by property valued around $60,000,- 
000 subject to $7,000,000 prior liens which 
shows a book equity of $54,000,000 behind 
these bonds. The company’s earnings 
were $29,000,000 gross in 1920. After all 
charges and taxes, including interest there 
was a surplus of well over $1,200,000. We 
would hold these bonds in your place. 


CARIB SYNDICATE 
A Mystery 


Please give me some information about Carib 
Syndicate. The Investors Pocket Manual for 
September states that the por value is 25c, t 
does not give its capitalization. I will be pleased 
to have any information you may have as to this 
company’s present organisation and future pros- 
pects, together with your advice as to the pur- 
chase of its stock at the present price of about 
$4.00 per share. 

Carib Syndicate is capitalized for $200,- 
000, of which $93,450 were formerly out- 
standing having a par value of $25. On 
Nov. 28, 1919, shareholders authorized 
and increased its stock from 4,000 shares 
to 8,000 shares and at the same meeting 
authorized division of each $25 par share 
into 100 sub shares of a par value of 25c. 
The old stock sold substantially above 
$2,000 a share and the new stock is now 
selling at around $4, which is equal to 
$400 for the old stock. The company has 
not paid any dividends and a report of its 
financial condition is unavailable. The 
company has large oil interests in various 
countries throughout South America, 
Panama, Venezuela, Columbia, Peru, 
Equador and Bolivia. Some of its wells 
are of very large capacity, but nothing 


very authentic is known about its present 
production of oil. We would not advise 
a purchase of the stock, as it it too much 
in the “mystery” class. 


MISSISSIPPI RIVER POWER 
Common Stock Improving 

What do you think of Mississippi River Power 
Co. common, which I would like to purchase? 

Mississippi River Power has now paid 
off arrear dividends of $37.50 a share on 
its $6,000,000 of outstanding 6% preferred 
stock. The,/company has during the past 
three years out of earnings reduced its 
debt by over $1,400,000 and has added to 
plant about $500,000. Also during five 
y-urs ended last year company increased 
its replacement reserve and surplus ac- 
count more than $3,000,000. In 1914 gross 
earnings were $1,500,000 approximately, 
while last year these earnings had risen 
to about $2,600,000. During the same 
period its indebtedness per $1 on gross 
was reduced from $15 to $8.50. After in- 
terest and amortization the net rose from 
$211,584 to $900,000 approximately. Since 
the start of operations July, 1913, more 
than $3,000,000 has been turned back into 
the property or applied to the reduction 
of debt out of current earnings. We now 
regard the common stock as a good spec- 
ulation for a rather long pull considering 
the improvement in earnings on the pre- 
ferred stock which amounted to over $16 
last year compared with $9.50 in the previ- 
ous year, which would indicate that al- 
though the common is not in line for divi- 
dends immediately, its position is satis- 
factory and this in conjunction with the 
cleaning up of accumulations on the pre- 
ferred, leaves the way open for a declara- 
tion when the time comes. Market im- 
provement, however, may be slow and un- 








at 95? 


The weakness in the stock of the 


Invincible Oil 8s 


ALSO SOME LOW PRICED STOCKS 


Will you kindly let me have your opinion of the Bonds issued by Invincible Oil Co., 8 p.c. 
Also the Invincible Oil stock. Would you advise evening up on it? What would 
you advise purchasing in the medium priced stocks? 


iment banking firms. The capital 
stock is $50,000,000; issued $18,- 
817,000 par $50. Both bonds and 
stocks have good longer pull pos- 
sibilities and we see no reason why 
the company should not earn suffi- 
cient to cover fixed charges. Very 
few of the newer oil bonds are yet 
rated “gilt-edge.” 

Some low priced stocks of promise 
are American Ship, Loft, General 
Motors, Con i 


Agricultural, “ 
Nearly all are purely in the specu- 
lative Division. 
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tions at one time. 





business question that comes to us évery day. 
examples that might prove of general interest. 


We never divulge the name of the subscriber nor mention his name or identity in our magazine. 


iri mneuesed withost dinagh se Sauer cabscetbien, Se cow Shearraiign Minis Cad oe Cane 


These inquiries are 
moderation as to length of letters or number of securities. It is best to limit the inquiry to three securities or ques- 


OUR INQUIRY DEPARTMENT 


The reproduction of questions and answers herewith are samples of how we handle every kind of financial and 
We answer every inquiry by mail or telegram, only publishing a few 


Subscribers are asked to enclose a stamped, self-addressed envelope which will help to insure a prompt answer. 


We are glad to answer by telegram or night letter if so requested, and any telegrams received from subscribers 

the day are answered within a few minutes. We do not ordinarily give telegraphic information regarding tem- 
porary fluctuations in stocks, short sales. and similar speculative advice. The latter information is within the province 
of the Investment Letter and Trend Letter services only. 

















less you are prepared to tie up your money 
without returns for a long while we would 
not suggest a purchase. 


A NEW ANGLE? 


Banking Interests No Guarantee 


Will you kindly look over the enclosed liter- 
ature and give me your opinion as to its merits 
as an investment. If any charges for this serv- 
ice please advise. 


If one can rely upon the very impos- 
ing array of bank presidents back of the 
Bankers’ Commercial & Trust Corpora- 
tion one would suppose it would be im- 
possible to lose any money by investing 
in this enterprise. But it has been our 
experience that bankers are just as sus- 
ceptible to mistakes as those in other lines 
of endeavor. The business of commer- 
cial financing is not by any means new 
and those who have made their money in 
this business started with less than $5,- 
000,000, which the Bankers’ Commercial 
& Trust Corporation proposes to do. The 
large sums that have been made in the 
past have not been uniformly in enter- 
prises that started out with $5,000,000. We 
have gone through the elaborate circular 
and the calculations to justify the title 
of the pamphlet “How Money Makes 
Money,” and in theory it sounds very 
good. There are many concerns of this 
kind now doing business and some of the 
larger automobile companies are financing 
their dealers direct, for example, the Gen- 
eral Motor Company, through the Gen- 
eral Motors Acceptance Corporation. 

We would recommend that you stay 
out of this sort of investment, as it is not 
sufficiently seasoned for the funds of a 
professional man of middle age, partly 
dependent on good investments for his in- 
come. 


PENN. SEABOARD STEEL 
No Sound Basis for Advance 


I have been studying the action of Pennsyl- 
vania Seaboard Steel for some time, but cannot 
exactly understand its movements, Can you tell 
me whether there appears to be important ac- 
cummulation in this stock or whether purchasers 
at lower levels are just bidding the loos up to 
get out? Today the turnover was 1 shares 
which very large for this stock. 

Will t Pam 4 you for any information you can 

give me on the above stock at your convenience 
FF" you will, please. 

Penn. Seaboard Steel has advanced from 
a low around 6 to a high of around 11 
partly in sympathy with the recovery in 
steel stocks, and you doubtless have no- 
ticed the advance in U. S. Steel, Repub- 
lic, Crucible and others during the same 
period. The majority of Penn. Seaboard 
stock is in a voting trust, as the authorized 
issue is only 240,000 shares it takes very 
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little money to control its market, The 
company showed a deficit last year of 
$230,000, while its income was only $157,- 
000 in 1919 and $457,000 in 1918. Quite 
obviously the stock is not an investment 
and while there have been rumors that 
control of this company-is being sought 
by automobile companies to control the 
class of steel this company puts out we 
are not in a position to confirm or deny 
such statement. Beyond the possibilities 
of a further speculative rise we see noth- 
ing in the situation that justifies a purchase 
at this time. We believe that General 
Motors is a much better speculation. 


PHILIPPINE GOVT. 5s 
Apparently No Guarantee by U. S. A. 


I failed to see these bonds mentioned in your 
valuable paper. You spoke of $10,000,000—4% 
issue among the new—Why this hedging about 
the guaranty of the U. S. Gold—or why the flirt- 
ing about it or with if 


We agree with you that while it is im- 
plied in the offering in the Mississippi 
Valley Trust Co. that the loan by the 
Philippine Government is “under the aus- 
pices of the United States,” we cannot 
see anywhere in the terms of issue that 
the United States is legally or even mor- 
ally bound to pay for this government in 
the event of default. It is true that the 
sponsorship of the United States is a guar- 
antee of good faith but not a guarantee 
of money. However, these bonds are very 
well rated, but we believe that you could 
do better by purchasing some of the stand- 
ard railroad or industrial bonds mentioned 
in our Magazine (Bond Buyers’ Guide) 
which will yield you 6 to 7% compared 
with 554% for Philippine Government ob- 
ligations. We see nothing in these bonds 
to become enthusiastic about on the ground 
of possible large appreciation in value but 
they are without a doubt very well rated 
and for those content with a 51%4%-53%4% 
yield are quite suitable for conservative 
investment. 


THE WORKINGS OF OUR INVEST- 
MENT LETTER 


General Explanation to Subscribers 


Regarding Invesiment Letter telegrams: The 
writer did not understand your telegram — 
you used the words * ‘under figures named” and 
again “under one.” Will you please explain to 
me what your telegram meant. Also, under- 
stand you volsnees this information on Thurs- 
day morning in New York. Could not the tel- 
egrams be sent out at midni, ight on Wednesday 
so that they could be received by me on Thurs- 
day morning also? 


Our telegrams to our Investment Letter 
subscribers are so worded as to save ex- 
pense, and where stocks are selling at two 
figures for example: 71 we leave out the 


figure 7 and say “1” only. Thus, in rec- 
ommending U. S. Steel then around 77, 
we would say “buy under 7.” When we 
say buy “under figures named” we mean 
to purchase at less than the figures given, 
it being impossible for us to give the ex- 
act price for purchase, as our subscribers 
might all go into the market at the same 
time and price and make it impossible for 
anyone to secure stock or cause special 
movements in the market, that we are try- 
ing to avoid. In this way we are able 
to leave it somewhat to the discretion of 
the subscriber. Regarding sending tele- 
grams on Wednesday evening, our staff 
on the “Investment Letter” meets at 10:00 
A.M. every Thursday morning and it takes 
a couple of hours to go through all the 
data for the week and confer on the out- 
look. It would be impossible for us -to 
send a telegram any earlier than noon 
on Thursdays without altering our en- 
tire schedule and working to the detri- 
ment of those who receive these advices 
by mail. We do not release our informa- 
tion to Investment Letter subscribers un- 
til late on Thursday afternoon and few, 
if any, receive our advices before Friday 
morning. Our aim is to release informa- 
tion to all simultaneously. 


COTTONBELT CONS. 4s 
Why a Speculative Rating? 


In your Bond Buyer’s Guide of September 3rd 
issue you list the St. Louis & Southwestern Con- 
solidated Mortgage in 4's 1932 as speculative. 
I just — one of these bonds and when buy- 
ing it not consider it a speculative buy. 
I should like very much to have you advise me 
your reasons for calling this bond a speculative 
issue, 


The classification of St. Louis & South- 
western Consolidated 4s as a speculative 
bond is a correct one, for the following 
reasons: 

1. _The road has never shown an earn- 
ing power very substantially in excess of 
its annual interest requirements. For in- 
stance in 1919 interests were just earned 
and in 1920 were not earned. This year, 
earnings of the road are very much im- 
proved, however, the narrow margin of | 
safety must be considered as risky. 

2. These bonds are not close enough 
to the property to be given a rating of 
a good investment bond. The bonds 
are really a third lien on practically all of 
the mileage covered and are subject to 
over $23,000,000 of prior liens. 

3. The fact that the bond is considered 
speculative is shown by the high yield 
which could not exist if it were not for 
these facts. 

(Continued on page 794) 
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Courtesy National City Co. 


Building Your Future Income 


To the Young Married Man 


HIS is intended for the masculine portion of the legion of newlyweds in good standing. Our message 
is for those who joined the newlywed club within the past ten years. 
Veterans are privileged to read and pass it on to the younger generation—if the veterans have noth- 
ing more to learn. 

Train your young wife to understand figures. Teach her the spiritual as well as the material value of 
the dollar. Let her understand its significance as related to your future income and your goal at fifty. 

You want to be financially independent at fifty. Your young wife has 50% of your potentialities 
towards this goal. She can positively lead you there. Many young wives deserve more credit for the 
accomplishment than is generally recorded. 

Tell her your gross and net income and explain the meaning thereof. Explain how you arrive at “net” 
and see if she cannot improve on your method. Teach her the meaning of “per cent,” and show her how 
money grows by investment at so much per cent. 

By all means give her a personal checking account, and teach her to pay her bills promptly by check. 
For a start let her do her own bookkeeping in connection with her banking account. Through this medium 
she will find figures alive with interest, and not as dry as she at present supposes. 

Young wives owning checking accounts are inclined to be liberal—while they are young. A corrective 
measure for too much liberality via check is to switch to currency now and again. It makes a difference 
between signing your name for $100, and paying out in ten new crisp bills. Acquaint Mrs. Newlywed 
with the difference. 

Increase her worldly education by allowing her to criticise your income and expenses, by keeping a 
diary or budget of important future expenditures, and let her plan to meet them out of your expectations 
and earning power. 

Buy her a baby—bond. Introduce her to this form of investment and teach her the meaning of coupons. 
Then buy some more. 

Mrs. Newlywed wants to help you in your career, and she will surely help you if you give her this 
chance. Continue to make and bring in money, Mr. Newlywed: that is your business. The application of 
that money is 50% her business. 

Qualify her to help and encourage you by an early start. 

Mrs. Newlywed will do the rest. 
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E Taking A Flyet 


Another Intimate Chat With Investors 


r ] ‘NHE ancient story of Icarus and his 
tragic fate will probably never 
lack its horrible example. 

According to tradition, his father, 
Dedalus, invented wings, so constructed 
that they could be fastened to the human 
body and enable men to sport in the air 
as freely as birds. Icarus, enraptured 
with the idea of aerial navigation, pleaded 
so hard to be permitted to experiment 
with the apparatus that at last his father 
reluctantly consented, but with the ad- 
monition to the youthful aviator that he 
stay close to the ground. Unheedful of 
this paternal advice, the youngster, after 
a few successful flights at low altitude 
had given him confidence, soared higher 
and higher, until at last he came so near 
the sun that the intense heat melted the 
wax with which the wings were secured ; 
falling like a shooting star, he plunged 
into the sea that now bears his name, and 
was seen no more. 


Sport for the Uninitiated 


“Taking a flyer” has long been the 
favorite sport of the venturesome and un- 
initiated; some of the greatest events of 
history have turned on the desperate cast 
of a novice. Nowhere, however, have the 
experimental or proving grounds become 


so cluttered up with the hulks of ‘dis- 
astrous wrecks as those of the speculative 
marts of the world. Into the golden his- 
tory of Wall Street are woven thousands 
of black threads—grim reminders of the 
fate of those who, instead of planting 
the fruits of their industry in good, rich 
soil and so cultivating the crop as to make 
it multiply in the natural way, have sought 
to force events by taking a short cut; 
eventually they have over-reached them- 
selves, and the result has been fatal. “The 
darkest day in any man’s earthly career,” 
said Horace Greeley, “is that wherein 
he first fancies there is some easier way 
to gain a dollar than by squarely earning 
it'... He has lost the clew to his way 
through this mortal labyrinth, and must 
henceforth wander as chance may dictate.” 
In experience and knowledge only is there 
safety. 

Practical knowledge, however, will not 
‘of itself raise a man to the Mayor’s office, 
to the Governor’s chair, to the Supreme 
Court bench, nor’to the mansion of the 
President, but many a man has failed of 
attaining these and other high offices, be- 
cause of a lack of it. The disposition to 
see only the result instead of the cause 
has been the ruination of more amateur 
speculators and investors—yes, and plenty 
of professionals, too—than any other 
factor in the game of finance. We 
would consider the conductor who sent 
a baggage-man out to run the engine 
of the Century Limited as devoid of 
even common horse sense; no man of 
ordinary intelligence would think of 
putting an inexperienced boy at the 
wheel of his speeding automobile; we 
would send to the psychopathic ward 
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By G. S. GHASTIN 


the captain of a crowded ocean liner 
who placed one of the passengers in 
charge of the ship. Yet when it comes 
to handling their money—the factor 
upon which so much of their future 
well-being and very existence depends 
—many people do things equally un- 
wise; they pit a total lack of education 
and experience against master minds, 
or inject themselves into activities of 
which they know nothing, then go 
cursing and wailing out of Wall Street 
declaring it is a den of thieves. 
Studies in Types 

As we stand in the board room of any 
well patronized brokerage office, and study 
the types of men we find congregated about 
the ticker or before the “board,” we often 
wonder how in the world some of them 


came to be there. Not long ago a rural 
a = — — 











IRVING T. BUSH 
“The successful business man,” said 
Bush recently, “knows the difference be- 
tween a chance and a gamble. Success 
is the child of Courage and Reason.” 


capitalist wandered into the office of a 
local broker with a letter of introduction 
from one of the “solid men” of his home 
town out in the Middle West. He had 
$6,000 to invest, and the letter stated that 
the bearer wanted to get in on some- 
thing “that was going up sharp.” One 
of the partners questioned his strange 
visitor and discovered that he had been 
buying stocks and bonds for over 25 years 
from salesmen who visited his village, and 
during that time he had accumulated about 
$26,000 worth of brilliantly colored, but 
worthless, “wall-paper.” When this was 
explained to him, was he downhearted? 
He was not. His chief grievance seemed 
to be that for some reason or other no 
stock salesman had called on him for the 


past three years, so he had gathered to- 
gether another roll and had come to New 
York to break the Street. He had hold- 
ings in “wild-cat” oil ventures that had 
never so much as “meowed”; his collec- 
tion was liberally be-sprinkled with “pup” 
mining stocks; yet strange as it may 
seem to us, it was impossible to convince 
him -that these shares were not worth 
their face value. He really seemed to be 
quite annoyed to think that nobody had 
been around to sell him more, and he had 
been forced to travel 1,500 miles in order 
to buy stocks. Fortunately, the broker 
was able to induce him to invest his $6,000 
in high-grade bonds. When last ‘seen he 
was headed toward home, the bonds in 
his pocket, but as we-think it over we 
wonder how long he will have them. 


Arguments for Stock Salesmen 


The newspaper stories of people who 
have suddenly burst from poverty to sud- 
den riches make a powerful argument for 
the unscrupulous stock salesman. The 
recent financial ascension of Dr. Sam 
Bussey, experienced promoter and soldier 
of fortune, who cornered all the available 
gambling cash in Arkansas and reaped a 
golden harvest over night when the first 
big gusher at El Dorado broke loose this 
Spring—after the pioneers had gone broke 
twice incidentally—is a wonderful “stim- 
ulant” for the persuasive oil stock sales- 
man. 

The oft-repeated tale of the struggling 
Pennsylvania lawyer, who unearthed a 
hundred shares of Bethlehem Steel stock 
one morning when he was cleaning out his 
desk, and found that his speculation with 
a little idle pocket-money years before 
had grown in valuation until his shares 
were worth $700 each, makes the “pros- 
pect” of a salesman offering “industrials” 
fairly itch to get in on such a killing. 

The history of Mrs. ——, of California, 
is a shining light on the path of the “pub- 
lic utility” promoter. This woman, many 
years ago, fell for the blandishments of 
what her husband sarcastically called “a 
sharp-tongued city sharper,” and bought 
stock in an unknown, unheard of com- 
pany. <A “crack-brained, crazy scheme’ 
was the verdict of the neighbors. So 
ashamed did she finally become of her 
venture that she stole quietly upstairs to 
the attic one day, and buried the certificate 
deep in the bottom of an old brass-bound 
trunk. Not long ago another stock sales- 
man, but of a new generation, called -and 
tried to interest her in an issue he was 
selling. She turned him down hard and 
with the ancient bromide that “a burnt 
child dreads the fire.” The salesman was 
persistent and curious. What was the 
name of the company in which she had 
invested? She couldn’t remember. What 
did she pay for it? She had forgotten 
that. Where was it now?—old stocks 
sometimes turned out to have a market and 
he might be able to sell it. Spurred on by 
this last faint gleam of hope for salvage 
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from the wreck, she-again climbed to the 
attic, dug the age-yellowed certificate from 
its old hiding place and, half-apologizing 
for ‘the trouble she was putting him to, 
showed it to the man. The salesman took 
one deep breath, then leaned against the 
door-post gasping. It was a certificate for 
stock in the old Bell Telephone Company 
and was worth nearly TWO MILLION 
DOLLARS. Interesting, is it not? Al- 
most any of us could be induced to part 
with a few odd dollars for a chance like 
that. 


Ford’s Rise to Affluence 


Henry Ford’s remarkable rise to afflu- 
ence is a sharp and piercing weapon in 
the hands of the man with a “Motor” stock 
to sell. It is said that a young lawyer, 
back in the early days, accepted $2,000 
worth of stock in the Ford Motor Com- 
pany in lieu of fees. His partner, as 
Mark Twain might have said, “waxed 
wroth,” when he found out about it, and 
diplomatic and all other relations were 
severed then and there. As a share in his 
business, the young lawyer was forced to 
accept the stock, but he lost much of his 
practice. Today the shoe is on the other 
foot. The man who took the stock is 
worth millions, while the disgruntled part- 
ner is still pleading before the bar. 

Or take the story of the hotel clerk in’ 
Lansing, who put $1,000 into stock in the 
Reo Motor Car Company. How every- 
body around the place did laugh at his 
credulity. But when, in 1916, the com- 
pany declared a stock dividend and the 
“plunger” found himself worth around 
$120,000, the scoffers wore out shoes kick- 
ing one another. Now he owns the hotel. 
Yes, indeed, anyone with a fairly good 
“Motor” proposition is pretty sure of a 
hearing these days. 

Such tales whet the appetite for riches 
of all and sundry, and cause most of us 
to break the Tenth Commandment into 
smithereens. These few incidents, picked 
at random from volumes of similar record- 
breaking occurrences, serve as illustrations 
of what we are discussing. In hardly any 
one of them, however, has the result been 
due to any great amount of foresight. 
Generally speaking, these people made a 
blind stab, took a chance on the well- 
known enterprise of Americar ingenuity. 
They remind us of the story of the sailor 
who lost his footing while “laying aloft” 
and fell forty feet to the deck unharmed. 
Springing to his feet, he rushed over to 
the side of the vessel, and shaking his 
fist at the members of a rival crew, yelled 
triumphantly, “There’s a stunt for you 
lubbers. Let’s see one of you do that.” 


Our 400,000 Corporations 


According to a recent estimate, there 
are in the neighborhood of 400,000 cor- 
porations in the United States. When we 
count the firms who have stocks listéd on 
the various stock exchanges, we find that 
in comparison to the total number those 
listed are very few. The large majority, 
then, consist of close corporations with a 
limited few stockholders. Most corpora- 
tions of this class are owned and con- 
trolled by local interests; that ds, by peo- 
ple who live in the vicinity of the enter- 
prise and who came into it because they 
are personally acquainted with the pro- 
moters or the latter were sponsored by 
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persons of local reliability. There are 
thousands of oil, mining and industrial 
ventures of this nature, and whether the 
enterprise is a success or a failure no one 
outside of these communities ever know. 

Then there are, in addition to these, 
thousands of public utility or municipal 
bonds floated in the small cities and towns, 
which are absorbed by local investors. 

The danger of this class of securities 
lies in the fact that inasmuch as they are 
not listed on a regular exchange, the pub- 
licity methods by which accurate informa- 
tion is disseminated to stockholders of 
listed companies do not exist. A stock 
listed on the New. York Stock Exchange, 
for example, must pass through an ex- 
amining committee before the stock is ac- 
cepted, and after that at regular intervals 
a full and complete statement of the com- 
pany’s condition must be rendered for pub- 
lication. Such a statement must be pre- 
pared by accredited accountants, conse- 
quently the chances for fraud or misman- 
agement are few. Stocks listed on the 
Curb have not been so rigidly scrutinized 
in the past and many fly-by-night issues 
have found ‘their way into the list; these 
have been, as a rule, short lived, for the 
true status of their condition eventually 
comes to light. The removal of the Curb 
Market from the street to an indoor loca- 
tion, the installation of regular exchange 
methods, including tickers, will probably 
work, in the future, toward doing away 
with this evil. 

Sentiment’s Place in Business 


All the foregoing are points that the 
amateur investor and speculator should 
bear in mind when approached by some- 
one with a proposition of a similar na- 
ture. Many people have lost their all 
through the inducement of “local talent.” 
Sentiment should cease in business. Local 
patriotism is a fine thing and should be 
encouraged, but when it comes to invest- 
ing in an enterprise solely because it will 
be operated in the community, the matter 
should receive microscopic attention. The 
mere fact that a man is your friend is 
no reason why you should back him finan- 
cially unless you know the extent of his 
capabilities, and his reputation for finish- 
ing successfully anything that he starts. 
Two of the most shining examples among 
men of note, where trust in friends has 
been their ruin, lie in the history of Grant 
and Sir Walter Scott. The former con- 
fesses in his memoirs that he never had a 
particularly keen mind in financial mat- 
ters. When, after his retirement from 
the Presidency, he was induced to enter 
into a promotion scheme by friends, he 
willingly and trustingly agreed. The 
world knows the disastrous finish of the 
enterprise, and not only was Grant utterly 
ruined, but hundreds of other investors 
with him. Spurred on by his great sense 
of justice, Grant, though suffering severe- 
ly from the disease that eventually ended 
his career, devoted the remainder of his 
life to the writing of his memoirs—work- 
ing on them at high pressure and against 
time—that they might be sold and the pro- 
ceeds go to satisfying his creditors. The 
experience of Sir Walter Scott is identi- 
cally the same, and he labored under ex- 
actly the same handicap as Grant—a wast- 
ing disease and a race against time—to 
indemnify his associates in disaster, 





through the proceeds of the sale of the 
Waverly Novels. 
A Two-Sided Coin 


“Get Rich Quick,” as one financial 
genius has put it, “is a matching coin, 
with ‘Get Poor Quick’ on the reverse 
side.” An essayist discussing the subject 
of “chance” some years ago hit the nail 
squarely on the head, when he said, “A 
De Moivre may calculate, with mathe- 
matical nicety, what he calls the ‘Doc- 
trine of Chances’; but experience will 
falsify the calculations in perhaps five 

* 
cases out of ten. The profound mathe- 
matician tells you that, if you throw the 
dice, it is thirty to one against your turn- 
ing up a particular number, and a hun- 
dred to one against your repeating the 
throw three times running, and so on in 
augmented ratio.” In speculation based 
on the so-called “hunch” and not on due 
investigation, the chances are even greater 
against a successful issue. There are, in 
the city of New York alone, around 1,500 
financial brokerage firms, according to a 
recent estimate; each firm will have from 
100 to 2,000 active customers plus a great 
number of inactive customers—that is, peo- 
ple who come into the market occasionally 
or on bull markets. You can see from 
this that the chances for an untrained, in- 
experienced individual to make a remark- 
able “cleaning” are not so rosy, for all are 
fighting against each other. 

According to Gibbon, the historian, a 
man usually gets two educations—one 
which he obtains from others, and the 
second, by far the most important, which 
he gets by his own efforts. Experience 
may be the best teacher in the long run, 
but it may also be costly in financial op- 
erations, for one unwise move in Wall 
Street is apt to be too disastrous; conse- 
quently, while imitation may be the most 
sincere form of flattery, it is also the bet- 
ter part of wisdom, and a little real, earn- 
est, thoughtful consideration before putting 
in your money is advisable. As the old 
farmer used to say, “Lightnin’ don’t strike 
twice in the same place, because usually 
there ain’t no same place there, after the 
first time.” 

Where Can Investors Learn? 

The question arises, “Where will an 
amateur investor get this education.” 

There are a number of means at the 
disposal of everyone; that is, means where- 
by the fundamentals can be secured. The 
most easily accessible to all are the finan- 
cial pages of the daily press. Most news- 
papers of the better class employ writers 
of ability to report on various phases of 
the market—men who are not prejudiced 
or biased by market influences. These 
men dissect stocks in cold blood, and 
while their deductions are not always cor- 
rect, they are, nevertheless, honest. Then, 
too, many of the papers carry an “Advice 
to Investors” column and will give frank 
statements to the best of their ability to 
anyone who writes them for information. 

. Classed with the newspapers are the 
financial periodicals—magazines appearing 
weekly, semi-monthly or monthly as the 
case may be. These are more exhaustive 
in their treatment, are, usually illustrated 
with half-tones or graphic maps, and 
cover the ground more thoroughly. A 
subscription to a publication of this class 
(Continued on page 801) 


771 





LETTER FROM MEXICO 


Tampico, Tamps, Mexico, Sept. 3, 1921. 
To the Happy Family, THE MaGaZINE oF 
Watt STREET: 


Sir: Just received your letter of August 
22 on my arrival in Tampico from a nine- 
day trip through the lower country, one 
hundred miles south of Tampico. It was 
a rather strenuous trip, partly by boat and 
partly by auto, interspersed with rain, 
during which we were thoroughly wet 
through, and intense heat during ‘the day, 
with mosquitoes and sand flies working 
overtime night and day. Being the rainy 
season in Mexico it rains easily and flu- 
ently, sometimes at night, sometimes 
days, causing the auto roads—few in num- 
ber—to be impassable for several days. 
Much of the travel is done in boats on the 
lagoons and sluggish rivers or bayous that 
are numerous, every oil company operating 
many boats, from fine speed launches to 
tugs and barges. I covered the same terri- 
tory ten years ago, on a mule and by boat, 
but the oil development has changed every- 
thing greatly. 

An old friend whom I met at his won- 
derful oil camp took me out across the 
lagoon and I enjoyed an hour’s fishing, 
also it was great sport watching him shoot 
alligators. He is a wonderful shot with 
a rifle and the way he gets alligators, 
with the boat and the ’gator both moving, 
is a caution. He killed three the day I 
was out, two eight feet long and one ten 
feet. They lie along the edge of the bayou 
and are so covered with black oil that it 
is quite a trick to pick them out from the 
floating logs and drift. 

I had a wonderful ride in a machine 
along the gulf coast where all the oil 
terminals for refineries and loading berths 
are located, thirty miles in length. The 
beach is hard sand all the way and the 
machine run in water at times as the surf 
beats in and out—the first time I ever 
rode in a sea-going Ford. I stayed two 
days and nights at The Texas Company 
camp, 100 feet from where the great fire 
happened a month ago, burning two flow- 
ing wells and five drilling rigs, lasting 
five days before the flames were out. 

Tampico is getting dull, the oil business 
having played out, and many people are 
leaving Mexico. Prices for everything 
are very high in pesos—which are worth 
just half American money—my room in 
the Imperial Hotel costing 24 pesos, or 
_ $12 a day, the service rather poor, but 
I can do no better; and, after ten days 
of roughing it, I need what comfort is 
obtainable. The city is wide open, with 
saloons and everything well patronized— 
something that is now ancient history in 
the States. 

I am going to Mexico City Wednes- 
day morning, to stay three or four days, 
then to San Antonio, Texas, and to Tulsa 
for a few days, then back to New York, 
where I will arrive about September 20, 
probably. 
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Everything in Mexico is gold, with 
silver and coppers for small change, and 
American money is not used except sur- 
reptitiously. It takes a hat to hold enough 
Mexican money to get around during an 
afternoon, pay small bills, tips, etc., as one 
can buy nothing except matches or a 
paper for less than 50 centavos, equivalent 
to our half dollars silver. The $2.50, or 
peso, gold pieces are so small they’re hard 
to keep track of. I got two American 
$20, two $10 and two $5 gold coins to go 
to the lower country with, equivalent to 
200 pesos, and by the time I had them 
all changed there was enough to start a 
bank with. Anordinary dinner here costs 
about 10 pesos, breakfast about 4 pesos 
and lunch about 7% pesos. To get a 
shave, hair cut, manicure and a shine uses 
up a 5 peso gold piece and seems extrava- 
gant until you divide the total by two and 
then make allowance for the high prices 
in a boom oil town. People here—com- 


mon working people, who get big wages— - 


buy champagne and big dinners and fancy 
clothing without batting an eyelash. The 
only cheap thing in Eastern Mexico is 
railroad transportation, which is about 
half it is in the States. 

From 12 o’clock noon until 2 p. m. 
stores and offices are closed for the mid- 
dle-day siesta or rest while it is hot. 

At the Texas Company camp where 1 
stayed two nights, near Lacmixtle, in the 
southern oil fields, everybody was robbed 
two nights before I got there, the drillers 
losing all their good clothes and 1,100 
pesos, and two nights after I left it was 
robbed again, with some shooting, but no 
one hit—something like New York. The 
lower oil fields are located among hills, 
with real mountains a few miles away, 
the scenery being great and wonderful 
cool nights. Green parrots are every- 
where and keep up a wonderful chatter. 
I had venison almost every day at the 
camps. 

Coming back to Tampico on the little 
mail boat we got out of the narrow 
dredged channel through the lagoon at 
8 o'clock at night and did not get back 
in until 8 o’clock the next morning, with- 
out food twenty-four hours and no water 
fit to drink, and no place to sleep, getting 
into Tampico at noon instead of 10:30 p. 
m, as intended. I looked like a highway- 
man when I got to the hotel for grub and 
beer. 1 slept through from 8 p. m. to 9 
a. m. this morning to catch up. 

I left Tampico for the lower country 
with Chief Engineer Miller of the Adwi 
company in a Dodge car, Mrs. Miller ac- 
companying her husband. We reached 
Tepetate at noon, four hours’ driving, and 
I got blisters on both hands holding on 
in the back seat alone. - We stopped at 
Mamey (pronounced Mau-may) for a 
bottle of beer, and had a swell lunch at 
the Cortez camp at Tepetate, with two 
whiskey cocktails as dessert, all free. But 
that ride jarred the teeth I lost ten years 
ago and curled my hair—and I’m some 
rough rider myself. We went through 


forty gates and crossed two ferries and 
it kept Mrs. Miller busy throwing out 
copper centavo pieces to the gate-keepers 
of the Huasteca, or Mexican Petroleum 
highway, which is private and requires a 
pass to get over. 

Thanks for the letters and memos. Must 
quit here and get some lunch and a bottle 
of real beer, one peso per. Tell every- 
body hello; will write again from the city. 
It takes a week for mail to get through 
and there is no cable service. 

Bruised but well, 


NK Gore 


A DEBATE WITH MR. NEUMARK 
Editor, THe MaGazine or WALL STREET: 

Sir: I read with surprise and even some 
anxiety the statement of Mr. Arthur J. 
Neumark (in his article, “A Railroad 
Stock I Would Not Buy”) that it would 
take a courageous investor or speculator 
to purchase even bonds of Ch. M. & St. 
Paul at this time. No doubt many of your 
readers, who hold securities in this rail- 
road shared my feelings. 

I hold the General Mortgage 4% Series 
A, which were bought for me by Drexel 
& Co. in December, 1919, at 665 asa safe 
investment. 

There must be a difference in the safety 
of the twenty different issues, even in case 
of receivership, but Mr. Neumark makes 
no differentiation in his statement—which 
is too sweeping.—R. R. 

The above letter was called to the at- 
tention of Mr, Neumark, who makes the 
following reply: 

I take pleasure in answering your in- 
quiries in regard to St. Paul. 

The purpose of my article, of course, 
was to point out the reason for the drastic 
decline in the securities of this company 
since the year 1917. I not only attempted 
to trace the unfavorable development, but 
also endeavored to point out the very 
weakened financial position of the com- 
pany today and the many unfavorable con- 
ditions that might have to be met within 
the next few months. I believe a careful 
study of the conditions existing on this 
road at present as pointed out in my 
article, especially the table headed “St. 
Paul Operating Ratio,” should convince 
the investor that it is indeed risky to 
purchase the securities of this road even 
at the present time. 

The situation can be summed up by 
saying that there is a considerable pos- 
sibility of St. Paul going into receivership, 
and if this should occur I think you will 
agree that it would not be to your in- 
terest to be a holder of even the first 
mortgage bonds of the road, which would 
be almost certain to decline very sharply 
if such an occurrence should take place. 

You say in your letter, “There must be 
a difference in the safety of the twenty 

(Continued on page 800) 
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Pacific Oil Company 








The Nearest Thing to Standard Oil 


Southern Pacific’s Oil “Offshoot” a Coming Concern 


New York Stock Exchange no is- 

sue has attracted as much atten- 
tion during the past four months as has 
Pacific Oil Company, the offshoot of South- 
rn Pacific Railroad. At this writing the 
stock is selling at 36, which compares witlr 
a low 27% on March 12 and a high of 
41% early in January. When this stock 
was admitted on the “big board” for trad- 
ing the opening price was 33% and due 
to the enormous demand it reached 40 the 
same day. 

Pacific Oil has 3,500,000 shares out- 
standing of no par value. It has no pre- 
ferred stock, nor it is encumbered by a 
funded debt. In this way it differs wide- 
ly from most large companies. 

During April of this year, when the 
company had only been in operation for 
a short time, there were rumors—and 
they were well founded—that it was the 
intention of the management to declare 
dividends at the rate of $3.00 per annum. 
On June 11 announcement was made that 
a dividend of $1.50 per share would be 
paid on July 20 to holders on record as 
of June 20. This was the initial dividend. 

According to a recent statement of 
President Kruttschnitt of the Southern 
Pacific Railroad, the oil properties earned 
about $12,000,000 for 1920. He estimates 
earnings for 1921 considerably in excess 
of this; and to his estimate must be added 
the $1,200,000 annual dividends received 
from Pacific Oil’s holdings of Associated 
Oil stock. Pacific Oil’s business has felt 
little recession, since the Rocky Moun- 
tains form an effectual barrier for all 
supplies from the eastern side and com- 
paratively few companies are thus left 
in possession of the California business. 


Properties of the Company 


The lands transferred to the Company 
were originally acquired by the Southern 
Pacific Railroad Company as part of a 
land grant from the United States Gov- 
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AY the oil stocks listed on the 


ernment in aid of the original construction 
of its railroad. Suits involving the titles 
to 161,000 acres of these lands, including 
all of the valuable and productive oil 
lands, were brought by the United States 
Government, but were decided adversely 
to the United States. As no appeal was 
taken within the six months’ time limit, 
the decrees are now final and conclusive. 

These California oil properties thus 
acquired amounting to 258,765 acres are 
all owned in fee, no leases. They are 
made up as follows: 1,592 acres in San 
Beinto County, Cal.; 99,582 acres in Fres- 


the Pacific Oil’s 25,000 acres of proven 
lands gives the indicated possible yield. 
The proven land of the Pacific Oil 
Company should not be confused with the 
90,844 acres from which California’s pro- 
duction has come, This latter is entirely 
operated acreage. A large part of Pacific 
Oil’s acreage has been drilled only to the 
extent of border wells to offset completion 
by other companies. In addition to this 
acreage 200,690 shares the par value of 
which is $20,069,000 representing 50.48% 
of the outstanding capital stock of the 
Associated Oil Co. has been acquired by 








Net profits 





PACIFIC OIL COMPANY 
COMPARATIVE INCOME ACCOUNT 


a Second Total 
quarter quarter six months 
-««» $10,591,842 $8,173,380 $18,765,222 
--»» 4,011,760 2,742,502 7,654,262 
eeee 71,773 81,389 158,162 
--+» $5,608,810 $5,349,488 $10,957,798 
saee 112,1 466,565 578,742 
-++» §5,720,487 $5,816,053 $11,536,540 
sans 775,010 776,337 1,651,347- 
--+» $94,045,477 $4,939,716 $9,985,193 
ciated Oil's earnings, 


*Includes Associated Oil Dividend of $301,085, Excludes A 



































no County, Cal.; 51,139 acres in Kings 
County, Cal., and 106,452 acres in Kern 
County, Cal. 

Of this total amount of acreage there 
are 25,000 acres of proven land and it is 
estimated that the possible oil content of 
this proven field is 340,000,000 barrels a 
year. At a valuation of $1.00 a barrel 
this estimated yield would be worth about 
$340,000,000. This estimated yield is ar- 
rived at by applying statistics of produc- 
tion in the California oil fields since they 
were opened in 1876. From that time to 
the end of 1919 the state produced 1,243,- 
210,268 barrels of oil from 90,844 acres 
of land. This was an average yield of 
13,684 barrels per acre, which applied to 





Pacific. At the present, Associated Oil 
is paying dividends at the rate of 6% per 
year. 
Production 

Pacific Company has 817 wells in oper- 
ation, exclusive of Associated Oil, 25 in 
the process of drilling and 25 being re- 
drilled. The average depth on the Coalin- 
ga west side is 2,500 feet; the east side 
2,800 feet; Sunset-Midway, 2,500 feet ; 
Buena Vista, 2,900 feet; Elk Hills, 2,900 
feet; McKittrick, 1,000 feet; Kern River, 
750 feet. The probable life of the oldest 
well is 19 years; some of them have been 
in operation, however, for 38 years. The 

(Continued on page 802) 
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Standard Oil Preferred Stocks 


Among the Leaders in the Senior Stock Group 


OR upwards of fifty years, the 
F world-famous organization of the 

Standard Oil Co. was conducted 
without any outside financing whatever. 
Up to the time of the dissolution decree, 
in 1911, public participation in this giant 
of industrial organizations was limited to 
ownership in the shares of the parent 
Standard Oil Co. of N. J. This participa- 
tion, of necessity, was limited both be- 
cause of the high prices prevailing and 
the small, scattered amount of stock avail- 
able for purchase by investors. 

In recent years, however, this situation 
has taken a decided change and not only 
are Standard Oil shares reduced in par 
value so that they may be available for 
purchase by the average investor, but se- 
nior securities have been issued as well. 
Senior securities of Standard Oil com- 
panies were unheard of in the past but 


today there are available notes, bonds and 


preferred stocks on Standard Oil com- 
panies of the first magnitude. 

The investor, naturally, is interested to 
a large extent in the class of securities 
which offer the best yield, with safety and 
over the longest period of time. This 
discussion is primarily one on Standard 
Oil preferred stocks and does not in any 
way discriminate against debenture and 
other issues. The preferred issues are 
merely taken because they are the least 
likely to be called for payment when the 
time comes for money to again be avail- 
able for industrial purposes at rates 
cheaper than those now prevailing. 

Neither is it the intention to give a 
blanket endorsement to all Standard Oil 
preferred stocks. Rather those under dis- 
cussion here are looked upon as being the 
leading and most attractive to the investor. 
They are: the $196,676,600 preferred of 
the Standard Oil Co. of New Jersey, the 
$20,000,000 preferred of the Atlantic Re- 
fining Co. and the $7,000,000 preferred of 
the Standard Oil Co. of Ohio. All three 
of these issues are 7% cumulative, non 
voting, preferred stocks. 

Of the three issues, the preferred stock 
of the Standard Oil Co. of New Jersey, 
the parent organization of the group, of- 
fers by far the best showing as regards 
earning power, asset value and dollars per 
share of working capital. This, notwith- 
standing the fact that the total authorized 
and outstanding amount of the New Jer- 
sey company’s preferred stock amounts to 
about ten times that of Atlantic Refining 
and nearly thirty times that of the Ohio 
organization. 

It is for the reason of this huge earning 
power, recognition of the ability of its 
management and its generally high stand- 
ing in matters of finance, that the Stand- 
ard Oil of New Jersey preferred stock 
is being rated along with U. S. Steel 7% 
preferred stock in the lists of preferred 
stocks, suggested by banking houses, to 
investors with money to put into securities. 
This is a rather flattering compliment to 
the company itself and the genius of its 
organizer and those carrying on his work, 
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to have the stock rated with that of the 
Steel Corporation’s preferred stock, con- 
sidering the greater length of time which 
the latter issue has been outstanding and 
the seasoning qualities which longer life 
has given the Steel issue. 

That banking houses are not amiss in 
rating Standard Oil of New Jersey pre- 
ferred with what has been looked upon as 
the premier industrial preferred investment 
over the last decade, is indicated by the 
fact that in 1920 the New Jersey com- 
pany was the largest earner of any com- 
pany whose annual report is issued pub- 
licly, and unquestionably there is no other 
company whose profits equalled.those of 
Standard Oil of New Jersey. Net profits 


mately five and one-half times the par 
value of the preferred stock outstanding. 

Net profits available for the $196,676,600 
preferred stock, as a result of operations 
last year, were equivalent to $8870 a 
share, or more than seven times the divi- 
dend charges. While the preferred stock 
has not been outstanding for the entire 
period, hence the benefit of the nearly 
$200,000,000 of new money was not felt 
in the development of the business, earn- 
ings for the last five years have been com- 
piled and show that during that period 
there was an aggregate of $452,765,017 of 
profits available for dividend distributions 
after paying tax bills. This total was 
equal to $230 a share on the $196,676,600 
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last year were $164,461,409 after taxes 
and before dividends contrasted with net 
of approximately $110,000,000 reported by 
the U. S. Steel Corporation. Gross sales 
of the New Jersey company and the thirty- 
odd subsidiary companies, left in its con- 
trol following the dissolution, are esti- 
mated to have been in the neighborhood of 
$1,500,000,000 in 1920. 

For the first time in its history, the New 
Jersey company officially admitted that it 
is the “Billion Dollar Corporation” which 
it has long been credited with being. This 
disclosure was made in the balance sheet 
showing the company’s financial condition 
on December 31, 1920, giving total assets 
carried on its books at $1,102,312,595. From 
this statement it will be seen that the as- 
sets were, at their book value, approxi- 


of preferred stock, or an annual average 
per share earnings for the five year period 
of $46, about six and one-half times the 
dividend requirements. 

It should again be pointed out, however, 
that the above calculation of earnings on 
the preferred stock can hardly be said to 
represent the true earning power of the 
Standard Oil Co. of New Jersey on its 
present capital. In three years of the 
five year period, 1916, 1917 and 1918, there 
was no preferred stock outstanding. In 
1919 the first $100,000,000 of preferred 
was issued and only during part of that 
year was the new money available. The sec- 
ond issue was not brought out until along 
about the middle of 1920 so that it can be 
mandpeonsinagh wer pede neg poe 
New money raised from the second issue 
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of the preferred was not available until the 
current year. However, the earnings rec- 
ord, as applied to the total issue of pre- 
ferred stock as now outstanding, is given 
as an index of the company’s earning 
power. 

Whereas the Standard Oil Co. of New 
Jersey. is a world-wide organization, sell- 
ing its products in virtually every part of 
the world, along with doing business in a 
great many states on the eastern seaboard 
and southern district of this country, the 
Atlantic Refining Co.’s activities in the 
distribution of refined oils are virtually 
limited to the domestic field. The major 
part of this is located in Pennsylvania, 
Delaware and West Virginia. A large 
part of its products are sold abroad, but 
through other Standard Oil agencies, no- 
tably the New Jersey company and the 
Anglo-American, the latter being the old 
Standard Oil marketing company in the 
British Isles. According to gossip in the 
oil trade, Atlantic Refining Co. expects 
to enter the South American trade in the 
near future and in this respect its recent- 
ly completed refinery at Brunswick, Ga., 
would be a big factor, inasmuch as it is 
considerably nearer South American ports 
than its big plants, located at Philadelphia. 

Much interest has been aroused in At- 
lantic Refining, recently, because of the 
poor earnings statement submitted for the 
six months period ended June 30, 1921. 
This report showed a deficit of $8,114,201 
as a result of operations for the first half 
of 1921 as compared with a surplus of 
$3,782,554 for the same months of 1920. 
The fact that the company had a profit 
and loss surplus of $58,675,000 on June 
30 of this year, even after charging out 
its loss for the six. @nonths’ period, dis- 
poses of any question of the company’s 
nancial standing. This surplus was equal 
to approximately three times the $20,000,- 
000 preferred outstanding. 

It is obvious that there were special 
reasons for this admittedly poor showing 
of Atlantic Refining and a six month pe- 
riod can hardly be taken as a criterion of 
the company’s earning power. Neither 
should it be assumed that it furnishes a 
parallel of the earnings of other refining 
companies during the similar period. In 
the first place, Atlantic Refining is, in 
the main, a refiner and marketer of oil. 
ts production of oil is rather small al- 
though it is being developed. Thus, the 
company has to buy virtually all of the 
oil it uses in its plants. During the six 
nonth period in question the price of 
crude oil was subjected to numerous and 
extensive reductions. As recently as the 
niddle of January, midcontinent crude oil 
was selling for $3.50 a barrel at the wells 
and at the date the company’s report was 
made it was quoted at $1.00 a barrel. It 
is obvious that this drastic price reduc- 
tion over such a limited time could only 
mean that a company in Atlantic Refin- 
ing’s situation would haye considerable 
supplies of crude on hand at prices above 
the prevailing market level on June 30. 
This is indicated by the charge-off of 
$4,484,008 which was made in the June 
30 statement in order to adjust inven- 
tories to current cost levels. 

Indeed, it would not be surprising if 
Atlantic Refining turned the year 1921 
with little if any profits to show for the 
operations. But, on the other hand, it 
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must be remembered that all the time the 
company is purchasing crude oil at $1.00 
a barrel, admittedly subnormal, and con- 
sequently is getting the average cost of 
its oil lower. The time will come, prob- 
ably next spring, when crude oil prices 
again advance and it is in such times that 
companies situated like Atlantic Refining 
will find their inventories of crude valued 
much higher than cost. Much of the re- 
ported deficit, therefore, will be regained 
through the enhancement in values of in- 
ventories. 

In the matter of earning power, Atlantic 
Refining’s record has been a notable one. 
Profits of $10,513,694 in the year ended 
December 31, last, were equal to in ex- 
cess of $50 a share on the preferred. In 
the five year period from 1916 to 1920, in- 
clusive, aggregate earnings, which would 
have been available for the preferred 
stock, were $45,428,796, equal to more than 
$225 a share, or an annual average for the 
period of about $45 a share. 

As in the case of the New Jersey com- 
pany, however, it must be pointed out that 
the Atlantic Refining’s preferred stock was 
outstanding in only two of the years in- 
cluded in the five year period, 1919 and 
1920. Hence the company was not in a 
position to Benefit, during three of these 
years, from the money arising from the 
sale of the preferred stock. 

Atlantic Refining is one of the oldest 
of the Standard Oil organizations, having 
been formed in 1870, about the same time 
the original Standard Oil company was 
organized by John D. Rockefeller and his 
associates in the state of Ohio. It has a 
wealth of assets which were carried at a 
book valuation of $115,520,281 at the close 
of 1920, equal to more than five and three- 
quarter times the preferred stock out- 
standing. 

Like the Atlantic company, Standard 
Oil Co. of Ohio is strictly a refining and 
marketing company. Its territory is re- 
stricted to the state of Ohio, which of it- 
self is one of the largest gasoline consum- 
ing territories in the United States. Up 
to within two years ago there were more 
automobiles registered in Ohio than in any 
other state in the Union. New York took 
the leadership from Ohio around 1920. 

Recent earnings of the Ohio company 
are not available, that is beyond the an- 
nual report covering operations in 1920. 
They would be of extreme interest now, 
of course, in view of the returns shown 
by the Atlantic company for the first half 
of the year period of 1921. 

However, on its past record, the Stand- 
ard Oil Co. of Ohio has big earning power 
back of its $7,000,000 of preferred stock. 
The real purpose for which this preferred 
stock was issued was partly to pay for 
the construction of the new $15,000,000 
refinery at Toledo, Ohio. This plant re- 
cently started operating with capacity for 
10,000 barrels daily and more than doubles 
the company’s former capacity which was 
8,400 barrels daily at Cleveland. Both 
plants are complete, in that they refine all 
products from crude oil and are equipped 
with Burton stills for cracking lower 
grade refined oils for their gasoline con- 
tent. 

Due to its big marketing organization, 
the company handles upwards of 60% of 
the entire gasoline business of the state 
and in previous years its refining capacity 


at Cleveland was insufficient to take care 
of its requirements. For this reason the 
Ohio company has always been a buyer 
of gasoline from other Standard Oil units. 
This situation, of course, is changed with 
the new plant in operation. 

In 1920, the company reported net earn- 
ings available for the preferred stock of 
$4,722,012, which was equivalent to $67.60 
a share on the $7,000,000 preferred, or 
about nine and two-thirds times the re- 
quirements on that issue. In the five- 
year period from 1916 to 1920, inclusive, 
the Ohio comparty reported net earnings 
available for the preferred, in the aggre- 
gate, of $18,374,370, equal to $263 a share, 
or an annual average of better than $52 
a share. 

Here again, it must be pointed out that 
the Ohio company did not have advantage 
of this new money for the entire period. 
As in the case of the other two companies 
much of the five year period had elapsed 
before the money became available. In 
fact Standard Oil of Ohio only sold its 
preferred stock late in 1919 and it did not 
show in the balance sheet until the 1920 
report. The benefit from the money 
really will not show until the current 
year’s operations are reported, inasmuch 
as the new plant did not commence oper- 
ations until March of this year. 

The above three preferred stocks, in 
the order named, offer probably the high- 
est investment security among industrial 
preferred stocks, all three of them selling 
in the market around 107 to 108. 

Financial Phases of Disarma- 

ment 

The financial significance of disarma- 
ment proposals has been evident for a 
Jong time past and has been commented 
upon more than once. As preparations 
for the Washington International Con- 
ference of November next proceed it has 
grown more and more obvious that there 
will be a direct relationship between the 
discussions to occur at the conference ses- 
sions and pending questions of interna- 
tional finance. This: connection extends 
itself even to the question of foreign ex 
change, which, of course, is directly de- 
pendent upon the debt and taxation out- 
look. Most foreign countries have ar- 
ranged to send financial delegations, these 
to accompany their main or principal del- 
egation which will consist in each case 
of not to exceed four members. These 
secondary delegations, as thus far mads 
public, include a substantial proportion 
of bankers and financiers. What the 
United States will do in this connection is 
not yet known, although it has been un- 
officially reported that the President is at 
work on plans for proper subordinate 
delegations in the various fields where 
expert knowledge is needed. The im- 
portance of the confidence to the general 
financial market is thus manifest and it 
would seem likely that a number of classes 
of stocks will be more or less directly in- 
fluenced by the conclusions reached at the 
sessions, especially if these are backed up 
in a way to show that they will without 
doubt be put into effect. Finance as such, 
including questions relating to internation- 
al holdings of securities, may not figure 
much in the agenda of the conference, 
but it will have an important place never- 
theless. 
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Public Interest in Utilities 


Recent Financing Highly Successful Owing to General Appreciation of Improvement in the 


nish convincing proof of the knowl- 
edge of investors of the improved 
conditions in the public utility field, and 
their renewed interests in investments of 
this character, it was furnished during 
the two weeks which have elapsed since 
the last review of the utility market was 
set forth in these columns. Upwards of 
$35,000,000 of bonds and notes of leading 
utility companies have been purchased 
and offered to the investment public by 
some of the largest and most influential 
banking houses in the country. 
It has been common knowledge for 
some time that the houses of issue in big 
cities, notably New York and Chicago, 


|: further evidence were needed to fur- 


have been on the alert to feel the pulse, 


of the buying public as to its attitude 
toward purchasing senior issues of high- 
grade public utility organizations. That 
they are satisfied that there is a good mar- 
ket for this class of securities was evi- 
denced by the number of issues brought 
out in the past fortnight. 

The largest offering was the $13,500,000 
first mortgage 7% twenty-year bonds of 
the Toledo Edison Co. This company is 
a reorganization of the old Toledo Rail- 
way Light & Power Co. following the 
taking over of the street car lines of the 
company by the city of Toledo. The 
Toledo Edison represents the power and 
light business of the old company along 
with merging with the Acme Power Co. 
with its large new station. The taking 
over of the traction lines by the city clears 
up what has been a sore spot and a source 
of considerable litigation in the past five 
or six years. 

Other issues brought out recently, in 
addition to the above, included the Ha- 
vana Electric Railway, Light & Power 
Co.’s $1,500,000 7% five-year secured 
notes, $1,540,000 734% equipment trust 
certificates of the Public Service Rail- 
way, a subsidiary of the Public Service 
Corporation of New Jersey; $2,500,000 
fifteen-year 7% non-callable bonds of the 
Appalachian Power Co., $1,000,000 5% 
sinking fund bonds of the Cedar Rapids 
Manufacturing & Power Co., $1,500,000 
7% bonds of the Consumers Power Co., 
due in 1935; $2,500,000 7% notes of the 
Toledo Traction, Light & Power Co. 

In practically every instance the new 
securities were sold for the purpose of 
paying off maturing obligations. It is a 
rather flattering commentary of the atti- 
tude of the banking fraternity toward 
public utility investments that this type 
of company can find bankers willing to 
purchase securities, when consideration 
is given to the fact that many industrial 
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companies of importance are finding re- 
financing of maturing obligations as well 
as bank loans a rather difficult procedure. 


Business Advances 


A slight improvement in general busi- 
ness has been noted recently and, with 
the turning of the Summer season, utility 
companies report that there has been a 


would be in use. He attributed the in- 
crease to an improvement in general busi- 
ness. 

Probably the most pointed discussion 
of the outlook for utility companies, inso- 
far as it affects artificial gas companies, 
was made recently by Charles A. Munroe, 
vice president of the Peoples Gas Light 
& Coke Co., the big Chicago gas company, 
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resumption of the usual seasonal demand 
for residential lighting. Power demand 
in the manufacturing section of Detroit 
is stated to be on the increase. In this 
connection President Dow of the Detroit 
Edison Co. recently told the Michigan 
Electric Light Association that if the 
demand for power in Detroit continued 
to increase, the company’s entire capacity 
for developing and delivering power 


and president of the American Gas Asso- 
ciation. 

Mr. Munroe stated: “The artificial gas 
industry has seen its darkest hour and is 
now entering an era of greater prosperity. 
It has not fully recovered from the severe 
hardships of war, due largely to extreme 
restriction of rates by public authority, 
but it has reached a point where actual 
progress can be made and assurance given 
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to industry of greater service. With 
proper public co-operation the nation to- 
day faces the greatest era of development 
of its public utilities—gas, electrical, tele- 
phone and transportation—in its history. 
Greatest economies in production of all 
commodities must be devised and the gas 
ndustry must stand prepared to aid all 
industry as the business revival, which 
must come, takes place.” 

Mr. Munroe pointed out, in addition, 
that the 1,000 artificial gas companies of 
he country supply cooking fuel in the 
homes of 55,000,000 people as well as 
eating and industrial requirements to 
thousands of factories. At present there 
are more than 1,200 separate uses for gas 
and the list is being expanded all the 
time. “Gas has reached only its prelim- 
inary uses,” said Mr. Munroe. “It is not 
drawing much on the imagination to vis- 
ualize the time when solid fuel will no 
longer be used in populated areas; when 
coal strikes, transportation difficulties, 
scarcity and -consequent abnormal prices 
will have lost their terrors for the in- 
dividual coal user.” He added that prog- 
ress of the utility industry would be aided 
by the co-operation of the great army of 
owners of utility securities who, in num- 
ber, run second only to the owners of 
Liberty bonds and constitute the greatest 
public ownership group the world has 
ever known. 


' Canadian Traction Lines 


Statistics gathered by the Canadian 
Government indicate that there has been 
a normal increase in travel on the street 
car lines in the Dominion. In 1920 the 
passengers carried on sixty-six traction 
lines showed a gain of 7.4%, while the 
receipts increased 15.3%. While there 
were undoubtedly many increases in fares, 
as indicated by average per passenger col- 
lections of 5.37 cents, against 5.01 cents 
in 1919, the increased revenues were not 
sufficient to offset higher operating costs. 
Among these was an increase of about 
20% in payrolls. Of the sixty-six com: 
panies reporting, thirteen paid dividends 
and only twelve reported surpluses as a 
result of the year’s operations. The result 
of combined operations of all the roads 
was a deficit for the year of $2,421,286. 
The importance of these figures, however, 
is not so much in the failure to show any 
real profits, but in the combined gross 
receipts of over $47,000,000 as against 
$40,698,000 for 1919. 

Two decisions of major importance to 
utility companies occurred in the last two 
weeks. The first was that of the Appel- 
late Divisions of the Third Department, 
New York State, finding that the Public 
Service Commission had the right to 
grant to an artificial gas company the 
privilege of charging their consumers a 
service charge. This is looked upon as 
setting a precedent for numerous other 
instances where the Commission has 
granted companies the right to bill their 
customers a monthly service charge. 

The other decision, which was not ex- 
actly unexpected, was in the receivership 
proceedings brought against the Interbor- 
ough Rapid Transit Co. At the adjourned 
hearing on September 21 Federal Judge 
Mayer again postponed action until Sep- 
tember 30. He reiterated his stand, made 
at the two previous hearings, that he was 
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opposed to appointing a receiver in order 
that the best interest of all might be con- 


served. In fact, the only active claimant 
for a receiver at the latest hearing was 
Clarence H. Venner, holder of $50,000 
of the notes, who has been active in simi- 
lar other proceedings heretofore. It was 
stated that in excess of 91% of the par 
value of the $38,144,000 of notes, which 
matured September 1 last, had been de- 
posited under the plan providing for a 
one-year extension with the interest rate 
raised from 7% to 8%. It is considered 
entirely unlikely, as previously expressed 
in these columns, that it will be found 
necessary to name a receiver. 


Unlisted Issues 


There was some better demand for the 
unlisted utility stocks recently with an 
advance of eight points occurring in Fed- 
eral Light & Traction preferred which 
sold up to 49 on September 21. While no 
dividends are being paid on this 7% is- 
sue, a better feeling is being evinced in 
the stock because of the reported success 
of the company in arranging for $2,000,000 
additional financing, the money being 
neéded in the business. 

Toward the close of the month the 
leadership among the unlisted utilities was 
assumed by American Power & Light 
common stock which sold to above 60 on 
September 22, about six points above the 
price earlier in the month. Strength was 
based on better earnings and reports in 
in good quarters that there was some like- 
lihood that there would be an increase in 
the dividend distribution, now $1 a share 
quarterly. 

American Power & Light has been one 
of the good earners among the utility 
companies, reporting net profits for the 
common stock in 1920 equal to about $14 
a share. After paying the $4 dividend 
there remained a balance of $10 a share 
available for profit and loss account. 

The company is one of the important 
utility holding organizations with sub- 
sidiaries operating in Kansas, Washing- 
ton, Oregon, Nebraska, Iowa and Texas. 
In all it serves 225 communities with elec- 
tric light and power, artificial and natural 
gas and street railways. Electric light and 
power is by far the most important de- 
partment, having been responsible for 
72% of gross earnings in 1920. Artificial 
and natural gas contributed 25% of the 
total and street railways and miscellane- 
ous the balance. 

Among the listed utility stocks, North 
American Co. was a leader and, in fact, 
it furnished something rather unique and 
which the New York Stock Exchange 


market has not witnessed for several 
years—a utility stock among the real 
leaders in an advancing market. The 


common stock above 40 as contrasted with 
a price of around 32 in August, while the 
preferred stock, including the 75 cent a 
share dividend payment, got above 35. 
Sehind the buying of these stocks is to 
be found the realization of the strong po- 
sition of the preferred stock and the 
speculative opportunity offered by the 
common, in addition to its being a $3 an- 
nual dividend payer. North American 
was virtually the first of the major util- 
ity companies to revamp its capital struc- 
ture so that it will be in a position in the 
future to take care of capital needs for 


expansion through the sale of stock. Un- 
der the share exchange plan, previously 
explained in detail here, there is $14,896,- 
650 of 6% cumulative preferred and the 
same amount of common stock outstand- 
ing, both issues having a $50 par value. 

The company has a sound rating for a 
dividend payer, the old stock having paid 
$5 a share annually from 1910 until the 
readjustment was effected a month or so 
ago. The 6% preferred dividend will re- 
quire approximately $900,000 annually and 
the margin by which this has been earned 
in previous years is indicated by the fol- 
lowing display of earnings: 1920, $2,688,- 
957; 1919, $2,545,967; 1918, $1,604,074, and 
1917, $1,803,568. 

The purpose of the management, which 
is headed by Harrison Williams, as chair- 
man of the board, is to make the common 
stock in time a sufficiently large dividend 
payer so that future financing can be uc- 
complished through the sale of the com- 
mon stock, there being less than half of 
the $30,000,000 authorized common out- 
standing. In order that this may be done 
it will be necessary to sell the stock at 
par, $50 a share, as provided by the laws 
of the State of New Jersey, where the 
company is incorporated. One of the 
plans, receiving much favor, is to pay $3 
a share in cash annually, which is the 
present rate, and extra dividends to com- 
mon holders in preferred stock. The 
amount of preferred, now being discussed 
and to be paid as a stock dividend to 
common holders, is 2% annually. This, 
of course, has not yet received official 
sanction. 

The territory served by North Ameri- 
can’s subsidiaries has shown constant 
growth, particularly that of the Detroit 
Edison and Wisconsin Edison Companies. 
The record of combined gross revenues 
shows that in the year ended June 30, 
1921, receipts were $40,890,071; in 1919 
they were $30,343,890 and in 1917, $20,- 
963,202. It is significant of good manage- 
ment that in the four years while gross 
increased about 100% fixed charges, such 
as interest, subsidiary company preferred 
dividends and minority interests, were in- 
creased but $1,400,000. 

Probably the biggest factor making for 
enlarged earnings was the manner: in 
which the proportion accruing from the 
different departments was changed. In 
1910 electric earnings furnished 44% of 
the total, gas and coal 13% and traction 
lines 43%. Last year 53% came from 
electric, 21% from gas and coal and but 
26% from street railways. 

Further evidence of the improved sit- 
uation for utilities generally is found in 
continued lowering of costs. In much of 
the middle west territory utility com- 
panies can now contract for coal at about 
$7 a ton, or about one-half the $14 a ton 
which these companies paid not more than 
a year ago. A further big help is the 
slashing of gas oil prices with companies 
in the same territory receiving the great- 
est benefit from the surplus oil which 
refiners have on their hands. Gas Oil is 
always cheaper in the middle west than 
the east because it is nearer the point of 
crude oil production. Many new oil con- 
tracts are being made at extremely low 
prices, some being as low as 3.53. cents 
a gallon in the middle west territory. 
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Five Utility Stocks | Would Buy 


By E. ADELAIDE 


Pertinent Facts on Some Strong Companies 


O the close student of the market 

the present performances indicate 

that we are now bordering on a 
“bull market.” The present market con- 
ditions seem to be a forerunner of what 
may be expected during the coming 
months. The investor who has funds 
available at this time would do well to 
look about for attractive speculations and 
sound investments. 

Were I a purchaser at this time the 
field I would enter would be the Public 
Utility corporations. There are many 
hundreds of securities issued ‘by these 
companies obtainable and their prices have 
been affected the same as industrials, rail- 
roads, government and municipal issues. 
There are other stocks of utility cor- 
porations which may be just as attractive 
buys as those I have picked out, but from 
all indications these five stocks should 
show a handsome return in the near fu- 
ture to a purchaser of them. 


Tractions 


Of the classes of utility corporatious the 
tractions have suffered the most. There 
is something like $6,000,000,000 invested 
in the electric railways of the United 
States. This should seem that there is 
sufficient proof of the fact that direct 
interest in the welfare of public utilities 
is not limited to those who are stockhold- 
ers in these companies. The war has 
taught us that collectively the public util- 
ities are national in scope and of incal- 
culable importance to national defense, as 
well as national welfare, and comfort. Yet 
the electric railways are in a dire posi- 
tion, largely because of public ignorance 
of and indifference to the true conditions 
of this great industry. Their plight is 
evidenced by the fact that in 1918, 29 com- 
panies with 2,107 miles of track went into 
the hands of receivers; there were fore- 
closure sales of 23 roads, with 524 miles 
of trackage; and 498 miles of tracks were 
abandoned while fewer of new tracks than 
ever before were laid down. The mileage 
and capitalization of companies taken over 
by receivers in 1918 far exceeded those of 
1915, the record year heretofore. 

Although the picture of the railways 
may seem to be a black one there are spots 
in the tractions which are bright and tend 
to continue brighter. Such a traction 
is the United Railways and Electric Com- 
pany of Baltimore. 


United Railways and Electric Co. of 
Baltimore 

The street railway situation is a far 
more precarious one in other cities than 
in Baltimore. In New York City the 
bull-headed attitude of the Tammany ad- 
ministration has brought the local rail- 
way situation to a point of disaster. In 
Boston and New England the railway 
companies have a ten-cent fare which 
has been necessary to save them. In Des 
Moines and in some interurban localities 
street car service has actually been aban- 
doned. In St. Louis, New Orleans, Pitts- 
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burgh, San Francisco, Kansas City and 
many other important cities, mainly 
through political opposition to necessary 
increases in’ income, the street railways 
are in the hands of receivers. Take Chi- 
cago, the fare is eight cents. The price 
was substantiated by the courts and the 
railways are actually more prosperous 
than they have been for a long time. 

The recent report showing operating re- 
sults for the seven months ended July 
31 shows that the net earnings of the 
company are approximately $288,000 less 
than they were for the same period of 
1920. If this average of decrease con- 
tinues for the remainder of the year the 
surplus of the company will for 1921 be 
about $500,000 less than it was for 1920. 


excellent financial position and well able 
to stand the shock of hard times. The 
company has paid no dividends on its 
common stock since 1919, but has been 
placing large sums of money back into 
the property. Many economies have been 
put into effect, the results of which may 
not be apparent until the results of oper- 
ation for the next few months are an- 
alyzed. Any improvement in the indus- 
trial situation should be readily reflected 
in the company’s earnings. 

In the meantime its securities are sell- 
ing at ridiculously low prices. If the 
company under the present unfavorable 
conditions is still able to earn a surplus 
of half a million dollars after taking care 
of necessary maintenances, etc., then the 
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The Public Service Commission when 
granting the seven-cent fare announced 
that it considered the company entitled 
to earn a net revenue of $1,000,000 per 
annum in excess of maintenance, fixed 
charges, etc. It will, therefore, be ob- 
served that this com may at the close 
of the year be about/$500,000 away from 
its conceded net requirements. This does 
not by any means inditate that the United 
Railways is in any dangerous financial 
condition, but it can hardly be called a 
satisfactory situation. 

The United Railways and Electric Com- 
pany, although it has had many vicissi- 
tudes in the last ten years, should be in 


situation is by no means so precarious as 
to justify the present low prices for its 
securities. The company’s management 
has ever been resourceful and I am in- 
clined to believe that the common stock of 
this company has reached so low a point 
that it is entitled to a rally. Further, that 
should the net income account show the 
gain at the time of the next issuance it is 
more than likely that the common will 
again be receiving the dividend. 


The North American Company 


This is a company that can show earn- 
ings running well ahead of 1920 and of 
ivi requirements. As Mr. R. M. 
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Masterson says in his article in the last 
issue of THe MaGazine or WALL STREET 
on North American Preferred: “To say 
the least, it is refreshing to look into the 
securities of such a company and when 
they are found to offer attractive possibili- 
ties both for speculation and sound invest- 
ment the discoverer of the situation may 
well congratulate himself.” This company 
was well covered in the last issue. What 
was said about the preferred stock goes 
for the common. 

If you will look at Table 1 you will 
note that the present price is 48% points 
under its highest position in 1912 and 9 
points under the low for 1920. The par 
of the Common stock is $100 and divi- 
dends were suspended only once and that 
was in 1907, but they were soon resumed 
again and since 1909 have regularly been 
paid at the rate of 5% per annum. 

Earnings 

Earnings of the company and subsid- 
iaries available for dividends depreciation, 
etc., for the 12 months ended June 30, 
1921, were 6.70 times the annual dividend 
requirements. For the past 11 years they 
have averaged more than four times these 
requirements and during this period have 
never fallen below 2.85 times. Also dur- 
ing this period an amount equal to $82.59 
per $50 share of preferred stock now out- 
standing has been reinvested in the prop- 
erties out of earnings. 

Table 4 gives the comparative income 
accounts of four companies whose stock 
I would buy. Because of lack of space 
I was compelled to omit one of these com- 
panies. This situation shows that the net 
balance left after all necessary deduc- 
tions was $5,396,288, or a 50% increase 
over 1918. 

At $39 a common share, which is quoted 
at this writing, the price is laughably low. 
It is almost certain that within a short 
period this will be considerably above 
this level. Only once before has the 
common fell to such a low price and that 
was in 1917 and 1918, as Table 1 shows. 
I would not hesitate a moment in buying 
the common stock of this company now. 


The American Gas & Electric Company 


Although the present price of the com- 
mon is around 103 while par is $50, yet 
the buyer of this stock will undoubtedly 
show a profit in the long run. This stock 
is listed on the New York Stock Ex- 
change. The earnings of the company 
have remarkably increased, as is shown in 
the accompanying table. The same is true 
of its dividends, they increasing from 6% 
in 1911 to 10% which is now being paid. 
So therefore a purchaser of this stock at 
the present price of 103 would receive a 
yield of about 9.70%. It is almost assured 
that the Company will keep up its pres- 
ent dividend rate. It is prospering. The 
American Gas & Electric and its combined 
companies embrace an aggregation of pub- 
lic utility operating companies in the field 
of electric light, electric power and gas, 
located in different parts of the United 
States, all under the same general operat- 
ing supervision, Practically all the oper- 
ating companies are substantial earners, 
located in prosperous and growing com- 
munities. They operate in 121 communi- 
ties in six states and serve a population 

(Continued on page 800) 
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TABLE I'V—-COMPARATIVE INCOME ACCOUNTS 


EL PASO ELECTRIC COMPANY 
1919 
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Utility Bonds Move Higher 


Averages Advanced to Highest Levels Since Last March 
By CONRAD H. LIEBENFROST 


HE public utilities continue to 

forge ahead. The bond index 

shows a gain in utilities of .83 
point, buying prices to the highest level 
reached since last March. 

A clear idea of the price movement of 
this class of bonds may be obtained from 
the following tabulation of a standard 
bond index. This index shows that, al- 
though the trend of utility bond prices has 
been upward since January, the average 
prices are today 25.10 points under Janu- 
ary, 1917, the highest level reached after 
the war broke out. 


Utility Bonds 


December, 
February, 
August, 
January, 
September, 


August 


New financing has been only moderately 
active during the past fourteen days. The 
reception accorded new issues by the pub- 
lic, moreover, indicates that there is only 
a small amount of undigested securities on 
the market at present and that investors 
are in a position to absorb all new issues 
of a sound character that may be offered. 

Corporate financing in August reflected 
the slowing up of industry and lessening 
demand for new money for expansion pur- 
poses. Taking the three great classes of 
industry, railroad, public utility and in- 
dustrial, there was a grand total of newly 
issued bonds and notes of $109,984,550 
against $128,352,360 in July and $110,855,- 
580 in August, 1920. 

It is worth while to call attention to 
the fact that among these new issues there 
was one—the Bridgeport Hydraulic Com- 
pany—which carried interest on its new 
issue of $1,750,000 of only 5%. The rest 
of the issues range in rates from 6% to 
8%. The Bridgeport incident is taken 
to indicate that, with the lessening de- 
mand for money, lowering of interest rates 
for long-term loans in the future is as- 
sured. Naturally enough, those securities 
of high interest bearing rates put out 
earlier in the year should increase in 
market price. 

The following table gives the amount 
of bonds, notes and stocks issued by public 
utility corporations in August and since 
the first of the year: 


$476, 657,440 


About $9,767,000 out of the total of $42,- 
176,050 new financing was for the purpose 
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of retiring maturing securities. This is 
equal to about 23.1%. The details of 
this financing are rather interesting and 
are therefore presented here: 


est charges on the total funded debt of 
the company, including this issue. The 
bonds are selling around $94 and interest 
at which price the yield is over 8.10%. 














Corporation 
Western Union Telegraph 15-Year 
Southern California Edison Refunding 
West Penn. Power First, Series D 
Cons, Gas, Electric & Power, Baltimore Cum, Pfd 
United Fuel Gas 10-Year 
Standard Gas & Electric Co 
Bridgeport Hydraulic 4-Year 
Wisconsin Heat & Power First 
Havara Elec. Ry. Lt. & Power Conv 
Middle West Utilities, Series C 
Utah Light & Traction First 
New York Steam Corp. Ref 
Arkansas Light & Power Conv 
Western States Gas & Electric 
Lexington Utilities Ref., Series B 
Malden Electric Co. 
Dallas Power & Light 
Great Western Power Ref. 


Class of 
Security 
Bonds 
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New Additions to List 


Readers will note that five new issues 
have been added to the accompanying bond 
index. They will also note that prices 
have advanced from % of a point to 2 
points since the last issue of THe MaGa- 
ZINE. 

The new issues added to the list are 
the Central Maine Power Company first 
and general mortgage 7% gold bonds se- 
ries A; Milwaukee Electric Railway and 
Light Company 20-year 712% refunding 
and first mortgage gold bonds series A; 
Duquesne Light Company, Pittsburgh, 15- 
year convertible 744% gold debentures; 
Utah Power and Light Company first lien 
and general mortgage 7s ; Standard Gas and 
Electric Company secured 74%4% sinking 
fund gold bonds. These are all sponsored 
by banking houses of the highest integrity 
and can be purchased by the most conserv- 
ative investor as high-grade securities. 
Space will not permit a thorough analysis 
of all these issues in these columns but 
the salient features of two of them are 
pointed out in the following synopsis: 


Standard Gas and Electric Company 
Secured 714s 


These bonds mature September 1, 1941. 
The company has the option of retiring 
the issue in whole or in part on 60 days’ 
notice at 107%4 and interest prior to Sep- 
tember 1, 1926. Interest is payable March 
1 and September 1. 

The company and its subsidiaries con- 
stitutes one of the largest public utility 
and management organizations in the 
United States. The utilities are mainly 
electric and gas properties serving a popu- 
lation of approximately 2,135,000 in 533 
communities including Minneapolis, St. 
Paul, Louisville, Tacoma, Mobile and 
other important cities. Only 31%4% of the 
gross earnings are derived from traction 
service. 

The annual net revenue from collateral 
to be deposited is $1,402,000 or over five 
times the annual interest charges on these 
bonds. The net revenue of the company 
is in excess of 2.6 times the annual inter- 





Central Maine Power Co. 7s 


The Central Maine Power Co. forms a 
single comprehensive system of hydro-elec- 
tric plants, transmission lines and dis- 
tributing system serving 90 cities and 
towns in 11 of the 16 counties of Maine. 
The territory extends throughout an old 
established industrial section and includes 
practically all the large communities ot 
the state, with the exception of Portland 
and Bangor, and serves a population esti- 
mated at 270,000. The company owns 
hydro-electric plants having a capacity of 
27,900 H.P. and controls undeveloped 
water power sites totalling 105,000 H.P. 

These bonds are secured by a first mort- 
gage on the electric, gas and railway prop- 
erties in Rockland, Thomaston and Cam- 
den, together with a few local distributing 
systems, and on real estate controlling 
valuable water power sites of over 50,000 
H.P. In addition they will be secured on 
the entire remaining property of the com- 
pany, subject to a total of $5,806,500 un- 
derlying bonds. The depreciated produc- 
tive value of the entire mortgaged proper- 
ties, based on pre-war prices exceeds the 
total bonded debt of the company. Net 
earnings for the year ended June 30, 1921, 
were over 1.8 times annual interest 
charges. These bonds are due on June 
1, 1941, callable in 1926 at 107 and there- 
after less 144% for each year. Interest is 
payable June 1 and December 1. 

Investors can buy these bonds at 95% 
and interest to yield about 7.45% without 
worry as to the safety of their invest- 
ment. 

The writer believes that these two bonds 
are exceptional opportunities. If any 
further information is desired regarding 
them, a line to the editor will secure it. 


Utility Classifications 


The writer was recently asked by an 
investor to “explain” the various classes 
of utility bonds. That is, to point out 
what affects them, how their investment 
merits should be judged, and so forth. It 
may not be out of place to do this explain- 
ing here, starting off with what are known 
as “water-power” bonds. 
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Water-power bonds, or hydro-electric 
power bonds, derive their name from the 
fact that the companies issuing the bonds 
receive their income from electricity gen- 
erated from water-falls, or from steam- 
generated electric power derived from 
auxiliary stations and produced ‘in con- 
nection with rivers of great variability 
oi flow. 

Investors should not fail to examine the 
status and outlook of companies issuing 
electric power bonds. An issue of power 
bonds is very seldom offered unless the 
company is in a period of construction. 

The security for such bonds is revenue 
derived from the sale of power. This 
revenue is,determined by the extent and 
reliability of the power supply and of the 
power demand. These factors can be de- 
termined when the bonds are issued. 

Water power bonds should be bought 
in the underwriting and construction pe- 
riods when they may be had at a generous 
discount and sometimes with a_ stock 
bonus. When bought in this period, they 
are known as “a business man’s invest- 
ment” which is nothing more than a con- 
servative speculation. Bonds of good 
companies bought with care during the 
period of development seldom fail to reg- 
ister at least some moderate appreciation. 

One of the most favorable features 
about investment in hydro-electric power 
bonds is the fact that it is possible to 
tell almost to the point of accuracy just 
what the income will be from certain 
conditions. It is comparatively easy for 
the statistician of a power company by 
conferring with the engineers, to estimate 
with a surprising precision what will be 
the minimum income of the company 
after a year’s operation. Of course to do 
this it is necessary to have the larger 
portion of the contracts signed and turned 
in. But, what other class of business 
can be assured of such accuracy in its 
income; probably no other industry has 
a minimum revenue insured by contracts. 
Besides this peculiarity, power companies 
are free from many of the other trouble- 
makers of the Public Service corpora- 
tions. Usually a power company, once 
constructed, equipped and paid for out of 
the proceeds derived from the sale of its 
securities, can meet all other expendi- 
tures out of its income. It is seldom if 
at all that an electric power company is 
troubled with the worries of a compli- 
cated system of funded indebtedness. A 
simple accounting system is thus permitted 
and bond holders are enabled quickly to 
ascertain the company’s condition. 

The market for power bonds is usually 
narrow. They are not subject to the ex- 
tremes in price that offer opportunities for 
profit or loss in liquidation. The bonds of 
successful companies almost never go beg- 
ging, and they suffer less depreciation than 
classes of Securities in which ownership 
is more frequently transferred. 

All in all- water-power bonds are a par- 
ticularly desirable investment for those 
who are capable of making a sound, in- 
dependent investigation and who seek a 
large return with reasonable security, 
rather than a high degree of convertibility. 

The writer believes that all the power 
bonds quoted in the accompanying index 
measure up to the standard just described. 
The investor can choose any of these bonds 
and feel that he is loaning his money to a 
company which will certainly pay it back. 
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UNLISTED UTILITY BOND INDEX 
GAS AND ELECTRIC COMPANIES 


Atlantio City Electric Co. 5s, 1932 (a) 

Bronx Gas & Electric Co. First 5s, 1960 (a) 

Buffalo General Electric First 5s, 1939 (c) 

Canton Electric Co, First 5s, 1937 (b) 

Cleveland Electric Ill, Co. 5s, 1939 (b) 

Cleveland Electric Ill. Co. 7s, 1985 (a) 

Denver Gas & Electric Co. First 5s, 1949 (c) 

Duquesne Light Co., Pittsburgh, 7%s, 1936 (b) 

Evansville Gas & Electric Co, First 5s, 1982 (a) ...........6ccceeceeee 
Kansas City Elec, Util. First 5s, 1925 (c) 

Kansas Gas & Electric 5s, 1922 (a) 

Indianapolis Gas Co. 5s, 1952 (a) ‘ 

Louisville Gas & Elec. Ref. 7s, 19238 (c) .... 

Nevada-Cal, Electric First 7s, 1946 (c) 

Northern Ind. Gas & Elec, Ref. 5s, 1929 (c) 

Oklahoma Gas & Electric Co. First & Ref. 7%s, 1941 (c) 

Oklahoma Gas & Electric Co. First Mtge. 5s, 1929 (a) 

Peoria Gas Electric 5s, 1923 (a) : 
Rochester Gas & Electric Corp. Series B 7s, 1946 (b) .... 2... ...cceeeeuee 
San Diego Cons, Gas & Electric First Mtge. 5s, 1939 (a) 

San Diego Cons. Gas & Electric First Mtge. Ref. 6s, 1939 

Standard Gas & Electric Conv. 8. F. 6s, 1926 (b) 

Standard Gas & Electric Secured 7%s, 1941 (c) 

Syracuse Gas Co, First 5s, 1946 (a) 

Syracuse Ltg. Co. First 5s, 1951 (a) 

Twin-State Gas & Electric Ref. 5s, 1952 

Westchester Ltg. Co. 5s, 1950 (a) 


TRACTION COMPANIES 


Arkansas Valley Railway Light & Power First & Ref. 7%s, 1981 (b)... 
American Light & Traction Notes 6s, 1925 (c) 

Bloomington, Dec. & Champ. Ry. Co. First 5s, 1940 (a) 

Danville, Champ. & Decatur 5s, 1988 (a) 

Georgia Ry. & Power 5s, 1954 (b) 

Kentucky Traction & Terminal 5s, 1951 (a) 

Knoxville Ry. & Light 5s, 1946 (b) 

Milwaukee Light, Heat & Traction 5s, 1929 (a) 

Milwaukee Elec. Ry. & Light 7s, 1923 (c) 

Milwaukee Elec. Ry. & Light 20 year 7%s, 1941 (b) 

Monongahela Valley Traction Co. Gen. ——e 7s, 1923 (c) 

Memphis St. Ry. 5s, 1945 (a) 

Northern Ohio Trac. & Lt. 6s, 1926 (c 

Northern Ohio Trac. & Light 6 Year Sec. 7s, 1926 (c) . 

Nashville Ry. & Light 5s, 1953 (a) 

Portland Ry. Power & Light First Lien & Ref. Series ‘‘A’’ 7\%s, 1946 (c). 
Topeka Ry. & Light Ref. 5s, 1933 (c) ° 3 
Toledo Traction Lt. & Power Co. First Lien 7s, 1921 (b) 

Tri-City Ry. & Light 5s, 1930 (0c) 

United Light & Rys. Ref. 5s, 1932 (c) 

United Light & Rys. Notes 8s, 1930 (c) 

Waterloo, Cedar Falls & Nor. 5s, 1940 (a) 


POWER COMPANIES 


Adirondack Power & Lt, Corp. First & Ref. Gold @s, 1950 
Adirondack Electric Power Co. First 5s, 1962 

Alabama Power Co. First 5s, 1946 (a) 

Appalachian Power Co. First 5s, 1941 (a) biubd buen d Coats a 
California Oregon Power Co. First & Ref. 7%s, Series A, 1941 (c)..... 
Central Maine Power Co. First & Gen. Mtge. 7s, Series A, 1941 
Central Maine Power Co. 5s, 1939 (a) a ae ae 
Central Georgia Power First 5s, 1938 (c) 

Columbus Power Co. (Georgia) First 5s, 1936 (a) 

Colorado Power Co. First 5s, 1953 (c) ......... 

Connecticut Power Co. First Con. 5s, 1963 (b) 

Consumers Power Co. (Mich.) 5s, 1986 (a) ... 

Electric Dev. of Ontario Co. 5s, 1933 (b) 

Great Northern Power Co. First 5s, 1985 (a) ... 

Great Western Power Co. First & Ref. 7s, Series B, ‘1950 (a). 
Great Western Power Co. 5s, 1946 (a) ... 

Hydraulic Power Co. First & Imp. 5s, 1951 0) 

Idaho Power Co, 5s, 1947 (a) 

Kansas City Power & Lt. 8s, 1940 (c) 

Kansas City Power & Lt. First 5s, 1944 (c) 

Laurentide Power Co. First 5s, 1946 (b) 

Lynchburg Water Power Co, First 5s, 1982 (a) 

Madison River Power Co, First 5s, 1935 

Mississippi River Power Co, First 5s, 1952 (c) 

Niagara Falls Power Co. First & Consolidation Mtg. 6s, 

Ohio Power First & Ref. 7s, 1951 (c) 

Pern. Ohio Power & Lt. Notes 8s, 1930 (c) 

Potomac Electric Power Gen. 6s, 1923 (c) 

Salmon River Power First 5s, 1952 (c) 

Shawinigan Water & Power Co. First 5s, 1934 (b) 

Southern Sierra Power Co. First 6s, 1936 (c) 

8. W. Power & Lt. First 5s, 1943 (c) 

West Penn, Power First 7s, 1946 (c) 

Utah Power & Light Co. First Lien & Gen. Mtg. 7s, 1925 (a) 
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Stronger Tone Visible in Business 


Irregular Conditions Still Prevail but the Trend Is Upward 





RAILROADS 


N face, excellent results were shown 
by the carriers during the month 
of July. Net operating income for 
all Class I roads amounted to a total of 
$69,485,000 as against $52,485,000 the pre- 
vious month. A year ago last July there 
was an operating deficit for this class of 
$11,000,000. Obviously there has been an 
enormous improvement in the year so 
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far as these figures seem to indicate. Ac- 
tually, net operating income in July 
amounted to about 4%4% on the invested 
capital which does not fall far short of 
the 6% stipulated in the Railroad Act. 

There are three factors to consider as 
leading to this improvement. One is the 
lower operating cost, principally due to 
the wage reductions; the second is the 
exceedingly small allotment for mainte- 
nance work, and third is the considerable 
improvement in traffic conditions since the 
beginning of the Spring months, with rates 
generally about 15% higher than a year 
ago. 

It is estimated that savings from the 
wage reductions alone amount to about 
$30,000,000 a month so that about 40% 
of the increase in net operating income 
is due to that item. On the other hand, 
gross earnings for July were about $64,- 
000,000 under those of the same month 
jast year which is accounted for by the 
fact that the volume—although recently 
showing an increase—is nevertheless 20% 
below that carried last year at the same 
time. Even with the approximately 15% 
advance in rates, it is obvious that the im- 
provement in net operating income is not 
due in a major sense to the larger amount 
of freight being carried since the begin- 
ning of Spring (a proper comparison is 
with the amount carried last year, the 
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eral outlook 


RAILROADS — July earnings show big 
increase due to lower operat- 


CHEMICALS—Dyes, fine chemicals and 
drugs very quiet. Heavy chemicals 
are ready to reflect 


prices are cut to meet consumers’ 
ideas. 

WHEAT — Extremely sensitive market. 
Underlying factors. Outlook does 
not seem to favor a permanently 
higher range. 

SILK—Manvfacturing —- on the 
increase. Large stocks of raw silk. 
Prices not likely to go higher. 

COAL—Soft coal still = tte, 


Export negligible. 
demand shows little improvement. 
Outlook still unfavorable, although 
there should be an increase in activ- 
ity later on this Winter. 


‘ALS—Copper sligh firmer, ith 
MET. th > wi 
for PA in demand. 
especially firm, but tin and zinc 
are reac " 
SUMMARY—Conditions are still irregu- 


lar, but the trend in industry seems 
slowly upward, although too slew to 
have an appreciable effect on the 
situation in next few months. 


The South sireedy, shows the effect 
of conditions. Broadly, 
there is reason for encouragement. 

















same month, which was 





very much 
larger). It is apparent then that as con- 
trasted with last year the better railroad 
showing is not a result of traffic condi- 
tions which, in fact, although improved 
since April, are poor in comparison with 
those of July, 1920. 

The only remaining item for discussion 
is the maintenance account. Roughly, 
from the figures presented above which 
show that out of the $69,485,000 net oper- 
ating approximately $30,000,000 is due to 
the wage reductions, and with no part of 
this due to traffic movements as contrasted 
with last year, about $40,000,000, or more 
than half, are due to maintenance skimp- 
ing. These figures are of the very rough- 
est description but they may suffice to in- 
dicate the real reason for the apparently 


great movement in the earnings of the 
carriers. 

As stated before in these columns, main- 
tenance accounts which are skimped this 
year and possibly next must sooner or 
later be made up. The results in that 
caSe will be apparent in the earnings re- 
ports submitted by the companies. On the 
other hand, it would be unfair to assert 
that the railroads have not after all im- 
proved their condition. Certainly their 
operating costs for both labor and ma- 
terials are lower and this is a fundamental 
factor. Additionally, the volume of traf- 
fic shows a steady increase and if this 
is maintained for a sufficiently great pe- 
riod, even better results should be shown 
by the carriers. Nevertheless, the main- 
tenance item is of some concern to serious 
students of the railroad situation and it is 
a question whether the smaller spending 
for legitimate and necessary purposes will 
turn out eventually to be-the best thing 
for the interest of the railroads. 





CHEMICALS 








Irregular Conditions Still Prevail 


The chemical industry is still show- 
ing the effects of depression, the actual 
amount of business transacted being of 
relatively small proportions. However, 
of late there has been a notable increase in 
the volume of inquiries, such as has not 
appeared for a number of months, and 
this would seem to denote that the mar- 
ket is becoming sensitive to the probably 
approaching greater period of industrial 
activity. Greatest interest centers on next 
year’s prices. It is generally conceded that 
if manufacturers lower their price basis 
somewhat this will attract a very satis- 
factory volume of business. Contrariwise, 
if prices are not lowered it is unlikely 
that consumers will modify their present 
attitude of conservatism. 

It is impossible to forecast the future 
course of the market pending further in- 
formation concerning the Fordney tariff 
bill. A very considerable number of prod- 
ucts are involved and if, as is likely, this 
section of the bill fails to pass, foreign 
competition on a large scalé is a good 
probability. In that case, of course, prices 
would have to come down regardless of 
the attitude of domestic manufacturers on 
that matter. 

The dye market is still unsettled and 
in fact is weak on account of the fact that 
a considerable amount of foreign dyes is 
still available in this market tending to 
depress prices. While domestic consump- 
tions of colors is increasing principally 
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owing to the improvement in the textile 
situation, the amount available for con- 
sumption is still large enough to entirely 
offset this encouraging factor. The dye- 
stuff industry, of course, will improve with 
an improvement in basic conditions and 
inasmuch as this is .probable within a 
reasonable period, it may be anticipated 
that the future trend of the amount of 
business done in this market will be up- 
ward. 

Business in drugs is quiet. Certain 
pharmaceuticals are actively demanded 
but this does not apply to the bulk of the 
list. Fine chemicals are also disposed to 
be quiet and little improvement is looked 
for in the immediate future. 

In a general way, the allied chemical 
industries seem to be on the verge of 
improvement. The fertilizer situation 


has been considerably cleared up by the 
improvement in conditions in the South 
owing to the advance in cotton prices. 
This, however, will not be reflected in the 
status of the respective companies until 
the winter months, when the demand for 
fertilizers should commence to show an 
increase. 

Other heavy chemicals are in an im- 
proved condition owing to the better out- 
look for heavy manufacturing lines and 
should correspondingly show a good in- 
crease in demand, although, as mentioned 
above, this will depend largely on the price 
element. The dyestuff situation is still 
unsettled but some improvement may be 
looked for. Fine chemicals and drugs 
probably have a few more months of dull- 
ness before they begin to participate in 


the generally improving conditions. 





COAL 











Conditions Still Stagnant 
There hias not been much change in the 
bituminous coal market. Prices are about 
the same and demand shows no signs of 
recovering to a high pitch within the 
near future. Domestic stocks in the hands 
of consuming interests are still fairly 
large. The railroads have not seen fit to 
enter the contract market extensively and 

other consumers seem to be wary. 
Production, viewed broadly, has slumped 
off a great deal and many mines have shut 
down as a consequence thereof. The rate 
of consumption, however, is not suf- 
ficiently large to offset the decline in 








The wheat market has been sub- 
ject to so many contradictory in- 
fluences and is still subject to these 
influences that it has not only con- 
fused economic thinkers but those 
professionally engaged in this mar- 
ket. As usual, wheat is subject to 
three underlying factors: first, its 
statistical position with reference to 
the world supply; second, the pro- 
fessional and speculative influences 
to which this market is always sub- 
ject, and, third, the general eco- 
nomic situation, viz., the world 
purchasing power such as it is 
constituted today, and is likely to 
be constituted within the near 
future. 

Regarding these factors broadly, 
sound economic reasoning must 
arrive at the conclusion that at 
least two of them must result in an 
unfavorable estimate of the possi- 
bility for an advance in wheat 
prices. These two factors are the 
statistical position and the purchas- 
ing power of the world, particu- 
larly the latter, concerning whose 
status there is absolutely no doubt, 
although there is a reasonable 
doubt as to the former, conditions 
changing so rapidly that what ap- 
pears to be a favorable world crop 
situation one week may turn out 
the contrary the next week. With 
regard to the latter factor, how- 
ever, it does not appear likely that 
the world crop will be very much 
under last year’s output, although 
a broad view indicates that in cer- 
tain parts of the world a certain 
amount of damage has actually 
been done. 

In the United States this 


year’s 
full crop will be somewhat smaller 
than that of last year and this is 
possibly true of Canada, the Argen- 
tine, Australia and other parts, in- 


cluding Europe. It is impossible 


Can Prices Stay Up? 


to estimate by how much the crop 
will fall short but that it will do 
so to some extent at least is a 
reasonable assumption from the 
facts at hand. Nevertheless the 
difference between this year’s crop 
and last year’s is not sufficiently 
large in itself to result in a very 
marked change in the price situa- 
tion. 

Of course, this view may or may 
not be modified by actual reports 
of crop conditions which are about 
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to assume an authentic character. 
For example, the European crop 
does not appear to have been dam- 
aged as completely as originally 
estimated, although the Russian 
situation is still very bad. Also, 
there is a reasonable doubt as to 
the situation in the Argentine, 
which may also turn out to be bet- 
ter than expected. In the United 
States, however, it is generally ac- 
cepted that the crop will be of very 


. inevitably work 





large proportions, although under 
last year’s amount. 

So far as the professional infiu- 
ences are concerned, it is under- 
stood that the short-interest is not 
particularly large, which to that 
degree removes the possibility of 
an impetus toward higher prices. 
Additionally, the farming sections 
are busy selling their product, 
especially on every upturn in the 
market. Broadly, therefore, the 
stronger influences seem inclined 
toward the bear side of the market. 

On the score of the purchasing 
power of the world, there is abso- 
lutely no doubt. The large import- 
ing nations, particularly in Europe, 
while they are in need of wheat, 
are not in a position to pay high 
prices, and if compelled to do so 
this will most certainly react on 
their ability to purchase other com- 
modities, particularly manufactured 
goods, from this country. This 
country, of course, is in a superior 
position to pay high prices, but the 
price of wheat is not so much de- 
pendent on conditions here as it is 
on world conditions, and if the 
world at large is not able to buy or 
will not pay the prices demanded, 
the result is bound to be toward 
lower prices. 

These fundamental considerations 
result in a rather unfavorable im- 
pression of the price situation with 
regard to wheat. Undoubtedly, 
sympathetic action with other mar- 
kets, particularly cotton, foreign 
exchange, etc., should from time 
to time result in marked upturns, 
especially if the short-interest in- 
creases, but the broad trend should 
toward lower 
prices. And when it is considered 
that wheat is still selling out of 
line with other commodities, this 
impression is strengthened. 
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production so that the statistical position 
hardly seems more favorable than a few 
months ago. : 

The export trade has vanished to almost 
nothing. It is evident that the foreign 
markets that import coal from us are very 
generously supplied for the time being. 
Exports through the main shipping centers 
—Hampton Roads, Baltimore and Phila- 
delphia—have declined to a point where 
they not only do not compare favorably 
with the peak of last year but even with 
pre-war days. From this fact a good idea 
can be gained of the condition of the ex- 
port market for this commodity. It is 
becoming evident that England is grad- 
ually regaining her coal markets abroad 
and that she is bound to again become the 
leading world’s factor in this respect. 

Bids for soft coal are taken at low 
figures, indicating that there is not much 
of a chance for prices to go higher this 
Winter. Competition is very severe both 
for export and domestic sales and under 
present conditions it is difficult to see the 
possibility for an early improvement in 
this trade. 





STEEL 








one of the independents has announced a 
reduction in the price of a special sheet 
product. The general tendency for sheets, 
however, is upward and it is likely that the 
warehouse interests will announce an ad- 
vance shortly in conformity with the ad- 
vance by the mill interests. 

Semi-finished steel is firmer, especially 
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Further Progress Made 


The steel market shows an irregular 
drift upward with regard to the amount 
of business being placed with the leading 
firms. It is understood that the rate of 
United States Steel output is about 35% 
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as compared with 30% a few weeks ago, 
and several of the independents are also 
understood to have increased operations 
to a modest extent. There has, however, 
been no rush to buy steel except in several 
instances, and it is hardly likely that the 
volume of orders will swell to great pro- 
portions in the near future. Still, what- 
ever change has occurred has been for the 
better and there is that much reason for 
encouragement. 

There is a conflicting price tendency. 
There have been several instances of price 
advances in special products but the gen- 
eral bulk remains either about the same 
or is actually quoted on a lower price 
basis. Sheets have been advanced by the. 
Steel Corporation. On the other hand, 
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sheet bars on account of the advance on 
the finished product. Bars and plates, on 
the other hand, remain weak with little 
prospect of early change. 

The light rail market appears in a weak 
position on account of slim railroad buy- 
ing. With steel bars lower, it is prob- 
able that light rails will not be able to 
resist the tendency toward lower prices 
and, in fact, it is understood that any 
large order would break the present price 
level. Heavy rails are extremely dull and 
it is not likely that the carriers are going 
to buy heavily this Autumn. Track ma- 
terial is also dull, the railroads having 
evidently anticipated their requirements 
for this material, 

The recent advance in wires will prob- 
ably not hold as consumers are evidently 
not willing to pay the difference. Inci- 
dentally some of the larger producers 
have not advanced their quotations in this 
market and from this it may Le judged 
that the stability of present prices for wires 
is open to question. 

Interest in pig iron is slowly increasing 
and the general level of the market is 
somewhat higher than that of a few weeks 
ago. Coke prices have advanced sym- 
pathetically and the demand for this com- 
modity is closely paralleling that of the 
iron product. A few new furnaces have 
been blown in as a reflection of the in- 
creased demand. While the demand for 
pig iron is not likely to assume violent 
proportions in the near future, the trend 
nevertheless is distinctly upward and 
should continue so for a considerable 
period. 

In a general sense, both the steel and 
pig iron markets are in better shape than 
has been the case during the Summer 
months. Interest ‘in these products is 
broadening and there has been some reflec- 
tion of this in the increase in the actual 
amount of business transacted. It is not 
to be expected, however, that the steel 
and allied industries will immediately get 


back to a very actively condition. Some of 
the large consuming interests, such as the 
railroads and the .associated farming in- 
terests, are practically out of the market 
and, until their return, there cannot be 
anything like a completely satisfactory 
situation. On the other hand, the improve- 
ment already noted may be taken as a 
sign of better things to come. 





OIL 





Outlook Still Gloomy 


The refined oil. situation does not ap- 
pear to have improved nor does it show 
indications of early improvement. On 
the contrary, the various markets, gen- 
erally,.vary from dull to weak and show 
the influences of bearish factors in no un- 
certain manner. 

The gasoline situation is not as good as 
it might be. Demand is still fairly strong 
but not up to expectations. Prices have 
been reduced in the New Jersey district 
and similar action is expected shortly in 
New York. Export prices are lower and 
there is now not much hope that this par- 
ticular market will improve within the 
near future. Kerosene is rather weak and 
indications are that this commodity will 
shortly be quoted on a lower price basis. 
Both gasoline and kerosene may be con- 
sidered weak spots in the general market. 

Fuel and gas oil are in a more promis- 
ing condition and demand seems to have 


MAG.OF WALL Oil AVERAGES 


PURE OIL PAN. PET. 
50 OF RJ. TEXASCO 
SINCLAIR. CAL. PET. 


MOATHLY a ae 


To Sept.22 


improved a little for these commodities. 
Holders do not appear anxious to contract 
for a period at the present levels and it 
is possible that with the steady influx in 
demand expected from now on prices may 
be advanced. The export department of 
this market is also in better shape. 
Daily crude oil production in the 
United States for the week ended Septem- 
ber 10 is estimated at 1,275,040 barrels, 
against 1,292,270 barrels for the previous 
week. This represents a decline in daily 
average production of about 17,000 bar- 
rels. For a period, production in this 
country has been declining so that slowly 
(Continued on page 792) 
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Legal Notes 


Digests of Important Recent Decisions 
‘ Edited by HARRY CRONE, of the New York Bar 


Corporations—Directors—Cumulative 
Voting 


HERE the certificate of incorpo- 
W ration contained a provision that 

the holders of preferred and 

common stock in the corporation 
had equal rights to vote and might 
do so cumulatively, and where the 
provisions of the General Corporation 
Law of the State of New York pro- 
vided that any stock company could 
provide that at elections of directors each 
stockholder is entitled to as many votes as 
shall equal the number of shares of stock 
multiplied by the number of directors to 
be elected, the Court of Appeals held 
recently that the minority stockholders 
had such right to vote. cumulatively at the 
election of directors and that such voting 
allowed a stockholder to use his total 
number of votes for one director or for 
as many as were to be elected—In re 
Jamaica Ice Co., 229 N. Y. 516. 


Tax—Transfer—Securities 


The Court of Appeals recently decided 
that according to the provisions of the 
Tax Law of the State of New York, an 
owner of securities may exempt them 
from taxation upon their transfer by either 
paying to the Comptroller of the State of 
New York a stamp tax or by paying a 
personal property tax on them.—In re 
George W. Otis, 229 N. Y. 517. 


Corporations—Tax—Capital Stock 


The Court of Appeals of the State of 
New York recently prescribed the 
method for arriving at the tax upon the 
capital stock of a corporation. The tax- 
ing body must first exclude all exempt 
property, find out whether there is a sur- 
plus which must be taxed and then sub- 
tract from that the assessed value of the 
real estate and stock of other corporations 
taxable.—Federal Terra Cotta Company 
vs. Purdy, 229 N. Y. 519. 


Check—Fraud—Fictitious 


The holder of a check cannot compel 
payment where it was made to the order 
of a fictitious person and where the trans- 
feree received it under a forged indorse- 
ment.—United Cigar Stores Co. vs. 
American Raw Silk Company, 229 N. Y. 
529 


Investments—Insurance Companies 


The legislature of the State of New 
York recently amended the Insurance Law 
with regard to investments of all insur- 
ance companies except life insurance com- 
panies to the effect that the minimum 
cash capital shall be invested in stocks or 
bonds of the United States or of the State 
of New York and that the cash capital of 
foreign insurance companies shall be 
similarly invested in a similar class of 
securities and that the balance over and 
above the capital and surplus may be in- 
vested in any securities of any of the 
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States of the United States or any bonds 
or mortgages in the State of New York.— 
Chapter 255, Laws of 1921. 


Tax—Income—Interest 


The legislature of the State of New 
York recently amended the tax law so 
that in case the amount of the tax paid is 
less than the amount computed, the ex- 
cess must be paid to the Comptroller of 
the State of New York within ten days 
after the amount is computed by the 
Comptroller. If such underestimate is 
made in good faith, no interest, penalty 
or additional tax will be levied against the 
taxpayer. If it is due only to negligence, 
5% of it shall be added, together with 
interest of 1% a month. If it is fraud 
ulent, the tax shall be doubled, and 1% 
added.—Chapter 267, Laws of 1921. 


Stock—Sales of Corporate Stock 


Proposals and letters looking toward the 
possible purchase of shares of stock giving 
offers together with prices thereof and 
answers to such was recently held by the 
First Department, Appellate Division of 
the Supreme Court of the State of New 
York not to be a sale of stock but only 
constituting negotiations looking toward 
their probable purchase——Topliff vs. 
Schimpff, 196 App. Div. 198 (1921). 


Banks—tTransfers by Cable 


Under a recent ruling in one of the 
Municipal Courts of the City of New 
York, it was decided that the term “cable 
transfer” does not contemplate a transfer 
of money but constitutes merely a sale of 
credit—Safian vs. Irving National Bank, 
115 Misc. 387 (1921). 


Telegraph Company—Messages 
The same duty to properly carry out its 
obligations with regard to the transmission 
of messages is owing to the receiver of a 
telegram as well as to the sender of it. 
City Court, New York—Freschen vs. 
Western Union Co. 115 Misc. 289. 


Taxes—Corporations—tTransfer of 
Stock 


By a recent amendment of the Tax Law 
of the State of New York, which became 
effective July 1, 1921, all the powers with 
regard to the collection of taxes upon 
corporations or upon the transfers of 
stock were transferred from the Comp- 
troller of the State of New York to the 
State Tax Commission—Chapter 443, 
Laws 1921. 


Futures—Margins 

Under a recent decision of the Appellate 
Division, First Department, a corporation 
which by its certificate of incorppration 
is authorized to deal in any character of 
personal property, has the power to make 
a contract for the purpose of speculating 
in cotton futures and cannot thereafter 


fail to fulfill such contract and seek to 
recover margins, deposited by it with 
brokers upon the ground that the contract . 
was against public policy. But as there 
was no proof in this instance that the 
cotton was not to be delivered and ac- 
cepted, the court held that the contract 
was not a gambling contract—Scandi- 
navian Import-Export Co., Inc, vs. Bach- 
man, 195 App. Div. 297 (1921). 


Corporations—Increased Capital Stock 
—Subscriptions 


Stockholders of a corporation are en- 
titled to a reasonable time to subscribe 
for the increased capital stock—Hoyt vs. 
Great American Insurance Co. 115 
Misc. 1. 


Monopoly—Restraint of Trade 


An agreement between an organization 
of stone masons and of contractors to 
prevent a competitor from obtaining 
laborers to do mason work is in restraint 
of trade and is illegal—Brescia vs. Stone 
Masons, 195 App. Div. 647 (1921). 


Corporation—Stock—Residence 


The county in which a domestic corpor- 
ation has its principal place of business 
was recently held by the Appellate Divi- 
sion to be its residence—Cawel Realty Co. 
vs. Jonas, 195 App. Div. 662. 


Income Tax—Non-Resident 


A cotton goods merchant whose place 
of residence is Connecticut but transacts 
business in the State of New York is 
taxable upon orders for foreign trade ob- 
tained by him, as the court held that he 
was doing business in the State of New 
York.—Stafford vs. Travis, 195 App. Div. 
635 (1921). 


Savings and Loan Association—Shares 


—Dividends 


The legislature of the State of New 
York recently enacted a law that divi- 
dends upon shares in savings and loan 
associations may not be declared for a 
longer period than from the date of is- 
suance.—Chapter 75, Laws 1921. 


Drafts—Endorsement—F orged 


The Appellate Division, First Depart- 
ment, recently laid down the rule that it 
is the duty of the holder of negotiable 
paper to inform the bank immediately 
upon the discovery of forgery if thereafter 
the bank is to be held legally liable— 
Annette vs. Chase National Bank, 196 
App. Div. 632 (First Department, April, 
1921). 


Banks—Deposits—Bankrupt 
A bank can set off deposits of bankrupt 
depositor for moneys owing it by bank- 


rupt despite his insolvency.—In re Cross 
273 Fed. 39 (1921). 
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Common Sense in Speculation 


Reversing the Usual Methods—The Campaign Trading Plan 


HAT is speculation? To invest 

money with the idea of more 

than usual profit therefrom. For 
our purpose this may be subdivided into— 
“Long pull transactions” and “Trading 
transactions.” In the former it is quite 
obvious that the speculative cycles of 
thirty to fifty points or more and extend- 
ing over a period of months and years are 
contemplated. The tops and bottoms of 
such cycles cannot be judged with any- 
thing like the precision that is possible 
with intermediate swings with which we 
shall deal under the head of “Trading 
transactions.” The latter cycles are the 
ones that are caused primarily by the tech- 
nical conditions of shifting supply and 
demand. They are of five to 
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several times before that the plan was 
O.K. and was not the source of the trou- 
ble. My operation of the plan, meddling 
with my stop loss orders proved to be at 
fault. 

The check-up revealed that there had 
been fifty-five commitments made in the 
five months’ test period. Of these forty- 
two were according to rule and if carried 
throwgh to a logical conclusion accord- 
ing to the plan would have resulted in 
258 points of profit against 35 points of 
loss. It is debatable whether the 23 cor- 
rect cases would have been continued even 
in full observance of the rules to a point 
where all of the 258 points profit would 
have been realized but if we cut this down 
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dicting next move in each of your six 
stocks. You will not find it possible to 
make predictions every day. After a time, 
perhaps in a month or two, you will find 
that your predictions are correct in a high 
percentage of cases. But, beware! If 
you now start trading you will find it so 
difficult to “tie in” your predictions with 
actual operations. 


Pride of Opinion Versus Money Making 

Consider for a moment the character of 
gossip in brokers’ offices. First take the 
habitual and unsuccesful trader always 
waiting to get in on a killing. These de- 
luded ones discuss possibilities and prob- 
abilities with a great seeming knowledge 
of the game. They wait for a 
stock to start moving from any 





twenty points in magnitude, and 
run from one week to three 
months, the average probably be- 
ing about four weeks, Expressed 
another way, this cycle is the 
shortest one that can be identified 
by external observation of the 
condition known as “Saturated 
Trading Dertsity.” It might be 
said that these swings are char- 
acterized at the reversal points by 
such a concentration of volume 
that it forms an obstacle or the 
price would necessarily go farther 
(up or down as the case might 
be.) A more definite idea of this 
may be given further on. It will 
be assumed that my readers are 
reasonably familiar with Wall 
street terms. 


The Most Profitable Trading 
It is my experience that the 
most profitable trading is that 
based upon technical conditions, 
allowing perhaps not more than 
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Sagging & over- 
lapping 


position and guided by one cue or 
another they sell short or go long 
and begin pyramiding every point 
or two and of course nine out of 
ten times find their pyramid de- 
molished by a sudden reversal of 
the market and wake up to find 
that as usual they have assisted 
the pools and skilled operators to 
unload at the top or accummulate 
at the bottom. 

Next take even the most suc- 
cessful business men. They will 
talk with expert knowledge about 
prosperity and depression and 
proceed to buy stocks at the top 
or on slight reaction from a 
technical rally or throw their 
stocks overboard on the very day 
when the initiated clearly dis- 
cern a reversal in the making. 

Of course the man of means 
who buys stocks increasingly on 
a scale down, paying cash or prac- 
tically so, using the same discrimi- 
nation as he would if about to 








10% weight for “value” in reach- 
ing decisions. On the other hand 
when making “long pull” commitments 
some weight should be allowed for tech- 
nical conditions so as to get a reasonably 
good position. Proper consideration of 
technique will often enable one to take 
a position, say, five to ten points more 
favorable. 

It is most important to remember that 
no matter how simple and practical a plan 
may seem to be, no matter how well you 
understand it, as a prudent business man 
you must not risk more than a negligible 
amount of money in the practice of it 
-until, by actual and repeated operation of 
the plan, there remains absolutely no 
doubt of your ability to do, in fact, what 
you have learned. In dollars this should 
be at least two of profit to one of loss. 

Take my own case:—After exhaustive 
study, repeated paper tests and after 
months of actual trading the first results 
of which were persistent losses there fol- 
lowed a series of successes (after I had 
gained better control of myself). Then, 
again, I found myself slipping and losing. 
I immediately checked up all of my com- 
mitments and came to the conclusion as 
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to 129 points profit vs. 35 points loss on 
the remaining commitments made accord- 
ing to “Hoyle” we obtain a ratio of $3.00 
profit to $1.00 loss. Paradoxically, there 
were 19 unsuccessful though correct trans- 
actions; 23 successful transactions; and 
13 incorrect, improper, entirely inexcusa- 
ble transactions. Total, 55. 

1 have gone to this length in explana- 
tion of the foregoing entirely to emphasize 
the necessity of practicing with real money 
on a small scale to the point of utter mo- 
notony before risking your real trading 
capital. 

Of course if you can co-operate with 
any person who is working along similar 
lines it will be helpful but it is essential 
to make a running test of the methods 
which will be outlined. It will be most 
satisfactory to keep daily records for six 
of the active stocks. This record is best 
kept in chart form and should show daily 
range, high, low and closing prices and 
daily*volume of sales for the individual 
stocks. It is best also to run a chart of 
average prices and sales for the entire 
market. Then make your deductions pre- 


2) 

buy out control of a corporation 
with whose industry he or his experts 
were intimately acquainted is in a dif- 
ferent category, but even he would profit 
materially by utilizing technical conditions 
to determine his buying levels instead of 
using an arbitrary scale based upon price 
considerations alone. 


Cycles 


There is no need to enter into a lengthy 
explanation of the various cycles which 
are constantly being formed by stock price 
movements. It is obvious that while the 
market may be trending in one direction 
the immediate direction of prices is often 
just the opposite. The outstanding fact, 
evident to a careful student, is this:— 
It is absolutely impossible for any one to 
detect definitely the turning points in a 
major economic cycle, there are too many 
conflicting factors, too many false starts. 
True the turns can be identified in ret- 
rospect months after when the discount- 
ing is proven to be well founded. 

On the other hand technical cycles are 
so easily identified that it would. be con- 
servative to assert that not more than one 
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in ten of the turning points in such cycles 


-_ 


need be misjudged. To successfully fol- 


low them one should hol@ no 
opinions as to how far a “current 
ment will extend. Of course one should 
exercise more or less patience in observing 
igns of the next turning point, accord- 
> to current business conditions. But 
hen your technical signs have fully de- 
loped allow no considerations of changed 
nditions in business or finance to divert 
from your “Campaign of Technical 
ding.” Above everything do not fear 
‘ose your market position. A period of 
leness will be more profitable than ac- 
taken without waiting for the next 
echnical Turn” in the market or- your 
t stocks. 


Calling the Technical Turns in the 
Market 


Before proceeding with this, the vital 
part, I must give credit where it is due. 
Mr. R. D. Wyckoff; Thomas E. Wood- 
lock; Charles H. Dow; H. H. Lake; G. 
C. Selden, and P. Experience are among 
those from whom I have gained many 
practical suggestions as well as most of 
the acknowledged laws of the game. 

\t the risk of omitting many explana- 
tory words I shall attempt to codify the 
ruies. 

[t must be understood that these rules 
are intended primarily to prevent prema- 
ture action and that even after they have 
been entirely complied with further delay 
will often either confirm or contradict 
your conclusions, thus still further fortify- 
ing your position. At the same time noth- 
ing ventured nothing gained must be a 
part of your creed. So, in a market not 
too violent, I would act promptly within 
the rules bearing in mind that the sliding 

le of commitments safeguards you from 

rious loss. 

Remember, too, that a commitment of 

-fifth of your line resulting in a rea- 

mable swing will net a satisfactory prof- 

on your entire trading capital. It is 
this reason that quick action, within 
he rules should be taken to avoid missing 

’s market entirely, 

The conditions that will be embraced 

the following rules will in 90% of the 

ses cause a substantial reversal, though 
extent and time element may be so 

zht as not to allow the trader to get a 

fit in more than 50 to 75% of the cases. 
)ne essential to success is for the oper- 
ator to look upon his losses exactly as 
yverhead expenses, to be kept as low as 
«ssible, but none the less inevitable. Have 
compunction about quickly taking a 
edetermined loss. As one writer in this 
gazine has suggested, it would not be 
a bad idea to assume an arbitrary 2 or 3 
ints as the expense of every commit- 
ment entered into, which, together with 
nterest—and any other expense incurred 
in the conduct of your “Technical Trading 
Business” should be immediately charged 
to “Operating Expenses.” These deducted 
from your “Operating Profits” will, it is 
hoped, leave a “Net Profit” of at least 
100% annually. 

If investors and speculators proceed 
along the lines suggested, at least a reason- 
able amount of success should be secured. 
A number of important rules on trading 
have been indicated as follows: 
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RULES: 
Chiefly “Do Nots” 
Do not buy stock until it has declined 


5 to 20 points (or more) from the last top. 
Lana Be gay Sch Sgt 
peoaneed a similar distance from last 
ah et ola on Flows of 3 
2 wy 3%, 4-—E. 
0 = If, oy pay 
ading has clearly” broken sway from 0 
level I would not consider that 


to a price 2 or more 
recorded for the move- 


The point of this is that a stock should 
be assumed not to neve completed its move 
so long as it m y = aaze cup 
ging a little day to day overlapping on 
its way. (See Chart “A.”) ut when 
the move is sharply extended into new 
territory other signs developing it may be 
assumed to be approaching its end. 


> not sell Ayo oe, after an advance 
of gradual lar character reaching 
to about the ‘proper distance from last 
low, there is p thrust 2 or more 


points higher than recorded for the move 
ment. 


Don’t buy (except in a clearly defined 
trading market) until mext day after the 
sharp thrust Te, normally a slight ex- 
tension from % to 1% points may be ex- 
pected with very little pressure followed 
by a rally. If other signs are convincing 


enough now is the time to buy. 
Note—While I have made a practice of 
acting at this —_ it ie perhaps safer to 


wait for the development of other indi- 
cations, but in waiting the opportunity to 
buy close to bottom may be lost. To buy 
higher involves placing your “stop” just 
so much farther from yy price to 
get it under the recor low, thus in- 
creasing the risk. 


Don’t sell short until the rise has been 
extended similarly. 

Note—The action at top will not be identi- 
cal with the action at bottom, but there is 
a striking similarity. 


Don’t buy regardless of any of the fore- 
going rules unless and until there is a day 
on which the sales are double those for 
any one of several preceding days. To 
be significant the volume must be so placed 
that, say, sixty per cent of it is in the 
lower third of that day’s price range. 


Don’t sell short until the same volume 
condition is met at top prices. Of course 
the dense trading must be in the upper 
third of the day’s range. 


Don't decide that a rchase made as 
above is safe until following the preced- 
ing indications the price shows resiliency 
by fluctuating, preferably, above the low 
of the thrust day. The more sharply it 
rallies the more likely it is to react, but 
if for several days it yy ee to define 
an upward trend = the bh “4c 
tion on the way down, it will 

indication for a satisfactory upward swing, 
but we must prepared for a sharp dip 
te or near or slightly under the most 
recent low. 


Don’t decide that your 
“good” until plenty of irregularity is 
shown around top. Perhaps seven times 
in ten this will be followed by another 
thrust 1 to 5 — higher when your 
soundings must ted just as though 

not so recently formed an opinion. 
(See stop order rules and rule for cor- 
réction of errors.) 


short sale is 


Don't leave any “long” commitment un- 
for a moment. Decide before 
how much risk you will take, op 

- M idea is set a mental stop of, 
ull point under the low, and 
order two points under 
Then if your mental stop is 
reached and the stock immediately lies, 
take your choice ween closing out on 
the rally or allowing your mechanical stop 


to act as a dead line. If the 
for you would do well 
tempt “t me a onl rfc Poul tak 
Outside of a trading market 

the rule that if 


the advance has gone so far that a 

profit would result from its execution 
when it should not again be adjusted ex- 
cept to allow for about a half way reversal 


Don’t leave a short sale 


market the initial stop should be 
high of the movement, and 
made on first time indications I would 
invariably bring the down just above 
any resistance points (tops) for day or 
so after. 
If sale was on second time indications it 
will be best not to bring stop down from 
initial position until -~ By has been 6 or 
more points decline. To a large extent 
look upon a stop initially placed as beyond 
recall, as a dead line, but net to be con- 
verted into a nuisance. Take it from one 
pt has ample reason to know, stops be- 
a nuisance and the cause of ultimate 
failure if tampered with. It is on the 
other hand extremely foolish to let a 10 
— rofit run away. 
‘or himself must adopt a happy 
medium. 


Don’t take profits on lon stock until 
signs appear that would justify a short sale, 
unless, of course, your band has been 
forced by the execution of your profit con- 
serving stop. If at or about the time of 
our commitment unusval signs of accumu- 
ation developed and conditions of business, 
though improved, show signs of further 
coming improvement, it would be prudent 
to “pass up” the first signs of a technical 
turn in the market on the theory that a 
resting and digesting spell is m after 
which your patience might be rewarded 
by a further and larger advance before a 
really important reaction would take place. 


Don’t “cover” your short commitments 
until the stocks in question have shown 
signs that th are “buys” according to 
your rules. Do not allow the size of a 
profit to impel you to take it until the 
market itself tells you to do so 


8-aandb. Don’t fail to cancel at once any com- 
mitment which upon fuller consideration 
proved to be not in conformity with your 
rules. Experience shows that prompt ac- 
tion when opportunity presents itself will 
many times permit you to correct an 
erroneous commitment at cost. Luck and 
hope are experisive luxuries to lean upon 
Do not, -however, allow any gossip in the 
financial columns of elsewhere to weaken 
your faith in a position. It is part of the 
game to cause by tips and rumors action 
a contrary to the correct one. 
fould you with the opportunity present 
and desiring to pick up a line of stocke 
send out an invitation for all and sundry 
to come in and bid against you? Or would 
you be content to wait until the smoke 
had blown away and then pass out word 
that things Were improving? 


Don’t suppose that these are put forward as 
the only conditions under which commit- 
ments may consistently be entered into, 
nor should you mix your methods too 
much, remembering that with alternatives 
at your disposal, unless great skill is used 
in differentiating, the net result might be 
worse than having no rules. School your- 
self to realize that your objective is pro 
making; not trying to get every move a 
stock makes. At best trying as you will 
to catch every move you will from neces- 
sity miss many of them, so reconcile your- 
self to missing opportunities as an essen- 
tial element if you would succeed. Just 

oP and think how much “shopping” one 
w 


do before buying real estate, how 
“opportunities” are allowed to pass. 
In the stock market do likewise. 
Don’t over-trade. This is the eriginal sin. 
During 1st week of a swing do not exceed 
Fy of your commitments; 2nd week, %4; 
id week, 4, and 4th week your maximum. 


At your maximum load you should have 
from 15 to 25 points margin. 


Don’t look upon this as a cut and dried 
system. On the contrary, it is only an aid 
to intelligent speculation. The point is that 
if commitments are not entered into unlese 
and until these conditions are met, 

patience and common sense, you 

will almost sure to make moncy. 
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LOW PRICE 


Your Opportunity 


The mark recently sold at ninety- 
one-hundredths of a cent, a new 
low price. 

We believe this to be an_ unprece- 
dented opportunity for farsighted 
investors to buy. 


Hamburg-American Line 


42% 
Sinking Fund Bonds 


which have paid interest throughout 
the war period; whose name in 
Europe is synonymous with finan- 
cial strength and integrity; and 
with which the Harriman interests 
have recently found it expedient to 
effect a reciprocal arrangement for 
mutual profit. 

Our circular contains complete de- 
tails and price. Copy will be sent 
to all interested on request. 


Please mention M.W. 22 


Robert C. Mayer & Co. 
Equitable Bidg. 
New York 














_ New York Stock Exchange 


Pre-War War Post-War 
eriod 


Period Period 
—_— 


——T_—— 
1909-18 1914-18 
High Low High Low 
111% 
108% 
126 








~ OUT-OF-TOWN] i 
INVESTMENT 
SERVICE 


A special department keeps 
our out-of-town customers, 
banks, corporations and in- 
dividuals, constantly in 
touch with changing market 
conditions without obliga- 
tion on their part. 


We shall be glad to do the 
same for you. 


‘Our Descriptive Booklet 
“INVESTING BY MAIL” 
furnished on request. 


GRAHAM & MILLER 


Members New York Stock Exchange 
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Active Stocks’ Price Range 
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Post-War 
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Baltimore 
& Ohio 


Our latest financial let- 
ter, sent on request, 
contains a discussion 
of the interesting posi- 
tion of this stock and 
several others. 


We maintain a special 
department fully 
equipped to Ihnndle 
business by mail. You 
are invited to avail 
yourself of its invest- 
ment services. 


McDoONNELL& Co 


120 BROADWAY 
NEW YORK 


Members New York Stock Exchange 

















WATER POWER 


The Greatest of Our 
Natural Resources 


Water power is con- 
ceded to be the great- 
est and most important 
of all our natural re- 
sources and the only 
one that is absolutely 
inexhaustible. 


Our circular describing the 
securities and properties -of 
several of the largest and 
most important of the 
water power companies on 
this continent will be 
mailed upon request. 


Write for Circular No. 756 


Spencer Trask & Co. 


25 Broad Street, New York 
ALBANY BOSTON CHICAGO 


Members New York Stock Exchange 
Members Chicago Stock Exchange 


























BOND 
SERVICE 


S pecial attention 
given to orders in 
bonds listed on the 
New York Stock 


Exchange. 


We solicit such busi- 
ness as specialists, 
having our own rep- 
resentatives on the 
floor and the most 
complete facilities. 


Our Unlisted De- 
partment will be 
found equally satis- 
factory on bonds 
which are not listed, 
or are extremtely in- 
active. 


Tobey & Kirk 


SSTASLICNED 1673 
M N York Stockh Exchan, 
—— { Chicago Stock Exchange ™ 
25 Broap St.. New York 
206 So. La Salle St., Chicago 
Direct Private Wires to 
Chicago Detroit 
Pittsburgh 








Cleveland 




















- Business on the Upward Grade 


By H. Parker Willis 
(Continued from page 750) 





haps rather morbidly, upon the manufac- 
turing outlook and the prospect of re- 
covery in production. The time has now 
apparently arrived when the consumption 
of supplies of goods of many kinds has 
gone so far as to ensure a very substan- 
tial growth of manufacturing, and as a 
reflection of this state of things, accom- 
panied by more active buying, the price 
trend, which was noted a month ago as 


having been checked in its downward 


movement, has now once more turned 
definitely upward. This price trend as re- 
flected in Bradstreet’s index in the accom- 
panying graph, shows a September 1 level 
of $11.08, and the movement since the date 
for which these index figures are computed 
has been even more pronounced. There 
is, therefore, a very decided upward 
movement in commercial prices. This has 
been paralleled and confirmed by the 
various cost of living indexes which show 
an increase in the price of food, while the 
Government’s general wholesale price in- 
dexes practically in all cases reflect an 
upward movement, although less pro- 
nounced than in the case of some private 
index figures. Similar tendencies are to 
be noted in foreign countries. These may 
from time to time be reversed because 
of the fact that curtailment of banking in- 
flation abroad has not yet gone far and 
in the future may serve to offset the up- 
ward tendency of prices due to increasing 
demand, but it is nevertheless true that 
the adjusted indexes for foreign countries 
are showing influences of the same sort 
that are now noted in the United States. 
How long the era of upward price move- 
ment will last no one should try to pre- 
dict, but it is a factor of present business 
and has an important influence in stabiliz- 
ing and rendering much more secure the 
position of the business man who seeks 
to protect himself in regard to his early 
trade dealings. y 


Iron and Steel Outlook — 


It continues to be true as on former oc- 
casions when the same conditions were ob- 
served and analyzed, that the current 
figures for iron and steel production are 
not a reliable index of general business 
conditions. As will be seen from the 
graphs representing the movement of un- 
filled orders on the books of the United 
States Steel Corporation and the produc- 
tion of pig iron for the country as a 
whole, the tendency appears to be down- 
ward. The August figure for United 
States Steel unfilled orders shows 4,500,- 
000 tons and there would seem to have 
been a decided dropping off since that 
level was reached. The same is true for 
pig iron whose August output was 950,000 
tons, and which on the monthly basis has 
likewise suffered reduction. Of recent 
weeks, however, improving demand has 
been noted in the steel and iron ‘industry, 
partly originating with the railways, and 
this improved demand has tended to work 
a quite decided increase in current opera- 
tions and in the output of certain classes 
of iron and steel products. The iron and 


steel indexes therefore are apparently in a 
stage of transition from their relatively 
uninforming and anomalous status to a 
new position in which they will again re- 
flect the business situation of the country 
with a greater degree of accuracy. Better 
reflection of true business conditions is 
perhaps obtained from a glance at railroad 
earnings. Curtailed expenditures and bet- 
ter traffic render possible improvement 
which has carried the net returns of some 
roads up to a satisfactory level enabling 
them to make a showing of earnings al- 
most up to the figure set in the Transpor- 
tation Act as normal or permanent. The 
roads have already begun increasing their 
operating staffs and will no doubt be able 
to hold out better employment thereby 
helping to relieve the unemployment situa- 
tion which has undoubtedly been serious 
in some parts of the country. Better in- 
dustrial demand in many manufacturing 
districts particularly those turning out 
shoes, leather, textiles of various kinds, 
and other manufactures is, however, al- 
ready evident. 


Foreign Trade Still Large 


A careful scrutiny of the foreign trade 
situation confirms the belief that our trade 
continues very much larger than has bee: 
supposed and very much more representa- 
tive when stated in units of physica! 
volume than when stated in dollars. Stated 
in the latter way, however, there was an 
excess of exports during August of 18] 
million dollars, a figure which reflects a 
very decided improvement over the last 
preceding returns. Still more recent de- 
velopments in the export line show con- 
tinued improvement (if such it can b 
called) in our export balance. Indeed a: 
recent commentators have noted our trade 
balance taking one year with another i 
running about as high now as it was it 
the “boom” period. We have exported 
less in dollar value but we have also im 
ported less in dollar value, while our ship- 
ments in physical amount have continued 
to be very large. In fact many think that 
we are selling too much to Europe for our 
own good and are buying too little, and 
that relief to European conditions is de 
rived not by financing exports to Europ« 
but by buying European manufactures 
Such action would eventually turn the tide 
of excess gold imports and would leave 
our trade relations with Europe in a far 
more wholesome condition. Nevertheless 
it is true that an increasing export bal- 
ance in our favor does in a certain sense 
indicate renewal of export activity and 
hence of temporarily better conditions in 
those industries which depend upon foreign 
trade as a means of carrying off their sur- 
plus. 

The difficulties connected with for 
eign exchange during the month do not. 
however, suggest any material improve- 
ment in the ability to finance our for- 
eign sales or to carry the heavy balance 
in our favor which is already existent 
and is being still further exaggerated by 
current trade balances. 
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Bank Transactions Fluctuate 

It is interesting to note how bank trans- 
ictions have moved under the influence of 
the conflicting tendencies of recent months. 
n the accompanying graph are shown deb- 
ts to individual accounts at the Clear- 
ng House banks of the country brought 
vell up to date. It will be observed that 
iuring the month thus far there have been 
ipward and downward movements, and 
hat from June onward, taking the figures 
xy months, there has been a steady down- 
ward tendency. This should imply that 
there has been a lessened activity of busi- 
1ess as reflected in the smaller amount of 
ransfers at banks. From the August 
average standing at about 30 billion dol- 
lars or say 10% from June it might 
» inferred that the activity of business 
was 10% off. This, however, would 
be true only on the assumption of a fairly 
stable price level. Remembering that 
prices are much lower than a few months 
ago, that the upturn of prices has not yet 
had time to go far, that the liquidation of 
“frozen” credit has greatly reduced the 
total volume of credit on the books of the 
banks, that Federal Reserve portfolios are 
themselves less than 50% of what 
they were a year ago, and that the re- 
vival of business in actual units of volume 
has not gone far to greatly influence the 
volume of credit ;—remembering all these 
factors—it will be seen that the credit in- 
dex presented by these debits needs adjust- 
ment if it is to be regarded as a reliable 
test of the level of business. In making 
this adjustment the surprising thing is not 
that the total has fallen 10% but 
that it has not fallen very much more. 
The figures therefore indicate a distinctly 
high and (as indicated by returns for 
recent weeks) a growing activity in busi- 
ness. This index therefore may be taken 
as hopeful and encouraging rather than 
the reverse. 

Conclusion 

While the business position is, as already 
stated, far from satisfactory even as yet, 
and as already intimated never can be 
satisfactory until there is a decided im- 
provement in European conditions; while 
the existence of a very large body of un- 
employed still points to the fact that we 
have not yet readjusted ourselves to peace 
time conditions; it is nevertheless true that 
recovery and steady movement towards 
normal is progressing. Many dangers in 
sight are those of renewed inflation due 
to excessive gold reserves and importation 
of gold, shock to European trade due to 
inability to continue sending gold and re- 
fusal on our part to import as heavily as 
we should do, and failure to bring about 
complete readjustment of manufacturing 
in such a way as to absorb those now un- 
employed. Of these problems the European 
phases are the most difficult. Of course 
they involve countries whose internal 
problems are difficult and more or less 
unknown to us. So far as the United 
States itself is concerned, the technical 
position and prospects give every reason 
for a hopeful outlook. 
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Rio de Janeiro 
Sinking Fund 
5% Loan of 1909-1934 


Unconditionally guaranteed by U. S. of Brazil 
Denominations: £20—£50—£100—£500—£1000 


Original issue £2,000,000 Redeemed at Par £636,690 
Outstanding £1,363,310 


Interest Payable June Ist and December Ist 


Redeemable by drawings at par, in 
London, on November Ist of each year 
by a Cumulative Sinking Fund. 


Secured by a lien on the Trades and Professions Tax, 
the average revenue from which for 1910-1919 has 
been approximately £130,000. 
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Payable in Pounds Sterling, or at the option of the 
holder, in Dutch Guilders or Swiss Francs at Normal 
Ratio to sterling. 
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Price to yield, according to date drawn, 7.3% to 9.7% at 
present rates of exchange and at normal rates of 
exchange correspondingly higher 


Write for Circular 


Paine, Webber & Company 


ESTABLISHED 1880 


ee 


New York 
Detroit 
Worcester 


Chicago Philadelphia 
St. Paul Hartford 
Milwaukee 


Boston 
Minneapolis 
Albany 
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A complete analysis of 


COLUMBIA MOTORS 
CONTINENTAL MOTORS PAIGE-DETROIT 


FORD OF CANADA REO MOTOR CARS 


Will be sent on request. The above stocks are all actively traded in 
on the Detroit Stock Exchange and represent the best 
companies in the automotive industry today 


LEE, GUSTIN 


Members Detroit Stock Exchange 


DIME BANK BUILDING DETROIT 





























Books on Bonds 


Bond Houses all over the country are using 
our “Service Books of Finance” covering 
every phase of Finance and Investments. 
Some of the most popular are: 

Laws Controlling the Investment of 


Insurance Funds 


By Samuel Spring of the Boston Bar 
Contains all the laws and rulings govern- 
ing investments of Fire, Life and Casualty 
Companies’ funds. Gives information as to 
date of meeting of the Finance Committee, 
as well as list of offi to whom offerings 


should Issued in loose-leaf form. 
Ring Binder. Price (including changes for 
year) $10. 


Consolidated Tables of Bond Values 
Shows yields from 2.90 to 15% for maturities 


from 6 months to 100 years. Used by 
almost every bond house. Five Standard 
Books in One. Price $12. 


Both of these books will be sent on ap- 
proval to any bond house. 


Write for complete catalog MW-1 
Financial Publishing Co. 
“Service Books of Finance” 


controlling the 
Montgomery Rollins Publications 


17 Joy Street, Boston, Mass. 











What’s 
Coming 


This Fail? ? 


Shall we see a Bull Marke: \ 
this Fall? 


Will bond prices 
materially? 


How about Foreign ean 


Babsons Reporis 


7 vabson’ 's recent Barometer oe, 
“What’s Coming this Fall?” gives you 
the plain, unbiased facts on the pres- 
ent situation, and forecasts coming 
conditions with remarkable accuracy. 

It contains information of vitai im- 
portance to every investor. 


REPORT ON REQUEST 
This Barometer Letter and booklet—“ 
ting the Most from Your Money’’—is available 
for distribution to interested investors, gratis. 
Tear out the Memo—now—and hand it to 
your secretary when you dictate the 
mornings mail. 


Merely ask for Bulletin No. J57 
ical 
Wellesley Hills, 82, Mose. 


rise 











(Suburb of Boston 
The Largest Ovpontnntion. Tes Character 
tn the Worl: 


— CUT OFF HERE ————d 


MEMO &. For — 


Write Roger W. Babson, founder of ones Babson 
Statistical Organization, Wellesley Hills, 82, 
Mass., as follows: Please = —— 
send me_ Bulletin J57 
and tc" 


Most From Your 
gratis. 





















TRADE TENDENCIES 


(Continued from page 784) 











the statistical position of crude oil is 
hardening. 

Prices are still on the bottom and it is 
possible with a continuation of the curtail- 
ment in production, conditions may get to 
a point resulting in a higher price level. 
However, the consumption of crude oil is 
not as yet proceeding rapidly enough to 
change the general situation in the early 
future so that a general advance in prices 
within the next few months is rather un- 
likely. 

On the earnings side, the oil companies 
do not present such a pleasing picture. 
Not only has the demand fallen off but 
prices are considerably lower. It will be 
interesting to see how this affects the 
earnings sheets of these companies as 
they are issued. Undoubtedly, there is 
no reason to believe that the final results 
will be anything but disappointing for 
many companies although, under the cir- 
cumstances, this is not surprising. 





SILK 











Improvement Shown 


Conditions in the silk industry are still 
spotty but a sufficient number of branches 
have shown improvement so that the 
general trend may be said to be slowly 
upward. Reports from Paterson and 
other silk-manufacturing centers indicate 
that the rate of manufacturing activity 
is gradually increasing. While a con- 
siderable portion of the mills in Paterson 
are still operating on a reduced schedule 
basis, the rate of operations has increased 
and unemployment is less marked. 

The hosiery mills have doubled their 
output since the beginning of the year. 
A considerable number of them are oper- 
ating at better than a 50% ratio, which 
indicates a very satisfactory condition, 
considering the situation which existed a 
few months ago. 

Silk shirt manufacturing has not done 
quite so well and recovery has been very 
slow. Nevertheless the rate of output is 
slightly larger than several months ago 
and in recent weeks shows a definite trend 
toward higher figures. Several of the 
larger mills in this field are reported to 
be operating at nearly full capacity. 


The demand for silk underwear has in- 
creased and manufacturers in this line re- 
port steadily increasing business. Silk 
underwear has become very popular and 
its use is extending into many sections 
of the country which formerly looked upon 
this article as a luxury. 

Figures relative to silk consumption in- 
dicate that in August more raw silk was 
consumed than in any other month in his- 
tory. August consumption amounted t 
32,790 bales, against 32,335 bales in August 
and 22,176 bales in January. Augus 
1920, saw only 17,241 bales consumed 
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These figures are significant inasmuch as 
they indicate that the mills throughout the 
country are speeding up production and 
that with the more powerful buying 
movement now in evidence the rate of 
September and probably October raw silk 
consumption should also show an increase. 

The raw silk situation, however, is such 
that an advance in prices is entirely un- 
likely, owing to the very large amount 
of stocks on hand both in this country 
and in the producing countries. It is 
known that although less raw silk may 
be produced in Japan in the near future, 
the surplus held there in warehouses is 
large enough to take care of any probable 
demand from this country. Under these 
conditions, therefore, an advance in Prices 








MARKET STATISTICS 


N.Y.Times Dow, J 
40 Bonds 20 Indus. 
Monday, Sept. 12....... 71.13 70.68 


Tuesday, Sept. 13... 71.45 71.72 
Wednesday, Sept. 14.... 71.57 71.68 
Thursday, Sept. 15...... 71.40 70.68 
Friday, Sept. 16......... 71.53 70.95 
Saturday, Sept. 17....... 71.51 70.83 
Monday, Sept. = See 71.49 70.06 
Tuesday, Sept. ‘ .. 71.36 69.43 
Wednesday, Sept. M4... 7hES 69.45 
Thursday, Sept. 22...... 71.51 70.25 
Friday, Sept. 23......... 71.71 70.90 
Saturday, Sept. 24...... 71.81 70.81 


N. Y. Times 
ones Avgs. -—50 Stocks—— 

20 Rails High Low Sales 
73.28 66.11 64.70 731,270 
74.30 66.19 64.68 ,500 
73.92 66.94 65.72 861,998 
73.28 66.09 64.95 568,315 
73.39 65.85 64.89 519,225 
73.26 65.56 65.10 230,694 
72.38 65.60 64.23 594,200 
72.54 64.52 63.69 497,005 
72.67 64.71 63.44 572,701 
73.75 65.08 63.90 563,650 
74.69 65.86 64.86 595,942 
74.66 65.80 65.21 222, 
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is unlikely, and in fact with the Japanese 
Syndicate, which has maintained the 
higher level for prices, releasing part of 
its large holdings later on a recession in 
prices may be expected. 

Generally, speaking, however, it is ap- 
parent that conditions in the silk industry 
are slowly stabilizing themselves. The 
demand for silk products shows an in- 
crease which may be taken as a reflection 
in the moderate improvement in the busi- 
ness situation in various parts of the coun- 
try. Probably by the end of Winter the 
industry should be on a rock-bottom basis. 





AMUSEMENTS 








Fair Conditions in Prospect 


The two leading amusement industries 
—theatres and moving pictures—have gone 
through a slack seasonal period last Sum- 
mer. Conditions, however, point to a 
normal increase in business with the Fall 
and Winter months. 

Underlying the whole situation, how- 
ever, is the fact that the high admission 
rates still demanded throughout the coun- 
try will probably have the effect of re- 
ducing the amount of patronage, particu- 
larly where the unemployment situation is 
most acute. 

Comparing admission prices today with 
those prevailing before the war, it will be 
seen that there has been an enormous ad- 
vance. Under present conditions, with 
salaries and wages cut, it is not possible 
for the average citizen to indulge him- 
self and his family to the extent to which 
they were accustomed in more prosperous 
days, and the consequence is that the busi- 
ness should suffer. 

However, the “movies” are a national 
pastime, have a very great hold on the 
people, and it may be presumed that while 
lower than last year, the average attend- 
ance will not fall very far, especially if 
the owners of places of entertainment 
modify their present prices to a moderate 
extent. 





BONDS IN NEW HIGH TERRITORY 
(Continued from page 764) 











noted that the purchase of any one of 
the bonds recommended would not have 
resulted in the loss of a penny. This is 
an extremely satisfactory showing, 
when it is considered that eighteen 
speculative issues were included in the 
recommendations. There has been an 
appreciation of approximately 246 
points over the entire list or an average 
increase of 2% points per issue. Of 
the government bonds the largest ad- 
vance was recorded by the City of 
Copenhagen bonds. In the railroad 
groups the largest rise took place in the 
lilinois Central Col. Trust 4s, which 
were listed as first choice in the Middle 
Grade railroad group. The largest ad- 
vance of any bond on the list took place 
in the public utility group, the Brook- 
lyn Union Gas 5s rising 8 points. The 
Indiana Steel 5s were the leaders of 
the industrial bonds. 








STERLING ISSUES 


Payable at Fixed Rates of Exchange in Dollars 


Argentine 5s of 1909 
Grand Trunk Pacific 3s of 1962 


(Unconditionally guaranteed by Canada) 


Uruguay 5s of 1919 
Japanese 44s. Due 1925 
City of Copenhagen 4s of 1901 


No matter at what rate sterling exchange is quoted 
on maturity of principal or coupons, both are payable 
in dollars at fixed exchanges. 


Details on Application 











AMERICAN EXPRESS COMPANY 


65 BROADWAY~ NEW YORK 


SECURITIES e| SMERICAN, TELEPHONE 
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A remarkable booklet explaining 
in a simple and interesting way 
the many varied phases of for- 
eign exchange. 


gq Much information will be 


@ 


Foreign 
gleaned from this pocket size 


ge booklet which will be of aid to 

° present holders of foreign se- 

Explained curities as well as prospective 
purchasers. 


Call, telephone or write q The fourth (revised) edition is 


now ready and a limited number 
Ask for booklet MX-23. 


will be sent gratis to those in- 
terested. 


WH. McKenna & Ca. 
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Investments 


FOR thirty-nine years, 
bonds safeguarded un- 
der the STRAUS PLAN 
have proven them- 
selves safe and trust- 
worthy investments. 
For thirty-nine years, 
these securities have 
been paid prompptly in 
cash, without loss or 
delay. 

Why? Our booklet, 
‘‘Common Sense in In- 
vesting Money”’, tells 
why. Write for it today 
and specify 


BOOKLET D-720 


S. W. STRAUS & CO. 


INCORPORATKD + ESTABLISHED 1882 


Straus Building, New York 
Straus Building, Chicago 
Offices in Fifteen Principal Cities 
39 years without loss 
to any investor 


Copyright 1921, by S. W. Straus & Co, 








105F West Monroe St. 





The True Story of 
Plain Tom Hodge 


This poor immigrant came to 


eighteen years ago, 
saved his money, and invested 
it in gilt-edged bonds every 
month and is today a prosperous 
business man. Liberal interest 
return, compounded regularly, 
has made him wealthy. 

His story will be an inspira- 
tion to you. It demonstrates 
the great power of systematic 
saving and investing, and will 
show you how to get the very 
utmost return with absolute 


safety. 

But “The True Story of Plain 
Tom Hodge” is not only an in- 
spiration to the thrifty mind—it 
is a half hour of as fascinating 
reading as you have ever seen. 

A free copy will be mailed 
promptly if you write today. 

36 years without loss to a 

customer. 


George M. Forman 
& Company 


FARM MORTGAGE INVESTMENTS 
Established 1885 


America 


Chicago 























ANSWERS TO INQUIRIES 


(Continued from page 768) 








In spite of its lack of sound rating, the 
bond is regarded as an attractive specu- 
lative investment for a business man. 


CONTINENTAL CAN 
The Present Situation 


Am holding some Continental Can, cost 58%, 
and Worthington Pump, cost 49%. Would you 
advise to continue to hold or to switch ito 
something else?’ Thanking you for your opinion 
and advice, am— 

Continental Can—Officials apparently 
struggled for a long time to maintain the 
7% dividend which was declared regu- 
larly as late as June 9th, but apparently 
business did not improve in the following 
three months so that on Sept. 10th the 
company was compelled to pass the quar- 
terly dividend of $1.75 a share on the 
common stock, but declared the regular 
quarterly dividend of the same amount on 
the preferred stock. The company has 
suffered from the effect of trade dullness 
and it is well known that many packers 
have been selling their canned goods at 
50% below cost because of the tight money 
market and credit stringency. Earnings 
of this company are largely dependent on 
seasonal’ business and last year a large 
volume was left on hand considerably re- 
ducing the prospective demand for new 
goods this summer. The company has a 
production of around 1% billion cans 
yearly, and like the American Can Com- 
pany this company does seasonal borrow- 
ing each year to carry its very large tin 
plate requirements. Possibly the omission 
of the common dividend is part of the 
program to conserve its surplus. The 
company earned over $9 a share in 1920 
and a little over $17 the preceding year. 
Except for the temporary spell of quiet 
business the company is strong and we 
believe it would prove profitable to aver- 
age your holdings by purchasing at this 
time. 


THREE INVESTMENT ISSUES 
Should He Become a Speculator? 


I have noted your article in issue of zm, 3rd 
yogereing Capage-S. Northwestern R. Some 
months ago I ght 10 shares of this (Pre- 
forsee) at 101 along with 10 Standard Oil Pfd. 
and 10 American Tel. & Tel. as an investment 
for de father’s account. It was recommended to 
me as being a good buy account of its past record, 
etc. Would you advise holding same or sell out 
and purchase something else? 

I have a friend who a been after me to in- 
vest in Raritan Retone orp. 7% and participat 
ing 10 yr. gt due 1929 eT that they are 
lst class and have paid 13% altogether this past 
year. I cannot find that they are er | and 
would request your opinion on same and also 
what they are quoted at now. Also regarding 
what he terms the parent company 
Eastern Potash Corp. I have one of their cir- 
culars which “sounds good” but I cannot find out 
anything about them and do not want to sink 
money in a “wildcat.” 


We certainly would not advise your ex- 
changing a present certainty in sound 
companies like Standard Oil pfd. (gilt 
edge) and American Telephone & Tele- 
graph for an alluring uncertainty such as 
you mention. You are fortunate in hold- 


known as 


THE 


ing sound investments in the two com- 
panies named. The article you refer to 
regarding Chicago and Northwestern tells 
the story with lucidity and impartiality 
and gives you an opportunity to decide for 
yourself. If, however, you do not wish 
to hold your railroad stock until the eam- 
ings come back, which they undoubt: ‘dly 
will upon the return of business activity 
in the northwestern ‘section of the country, 
you might switch into Col. Southern Ist 
Pfid., Western Pacific Pfd., or Illinois 
Central common. 

We may say we think very well, indeed, 
of Northwestern Pfd. and its common is 
also improving. 

Raritan 7s have no firm market but last 
changed hands around 60. 

Stick to your own stocks and do not 
change your plan from real investment to 
uncertain speculation. 


INTERNATIONAL SALT BONDS 
A Very Sound Co. 


I hold some International Salt Co. Bonds 
you consider them absolutely safe? 

For the year ending December 31, 1920, 
International Salt Company earned over 
$1,000,000 whereas bond interest only con- 
sumed $202,000. The surplus was equiva- 
lent to $14.06 on the capital stock totaling 
well over $6,000,000. The company is very 
modestly capitalized and has always 
earned its interest by a very large mar- 
gin. In the previous year the company 
earned $765,000 while interest consumed 
only $150,000. We consider these bonds 
a sound investment. 

Bonds of this type are -usually in the 
hands of investors and often are held in 
blocks by people close to the company. 
Hence while the fluctuations are not vol- 
uminous they are apt to be “wide” at 
times, but this very often has nothing in 
common with their investment worth. In 
your place we would not sell. 


STATISTICAL REPORT ON A MINE 


In looking over your issue of September 3rd 
we notice a cut om page 633 of the Tintic 
Standard mine. We presume this is the Tintic 
Standard of Utah, but cannot find any write up 
or any reference whatever to this cut. We are 
somewhat heavily interested in the stock of this 
Company and would have you give us any in- 
formation you may have. 

The picture you refer to was merely 
used by the writer of the article as a 
good general illustration. We find that 
this company was incorporated in 1907 in 
Utah, capital $1,300,000; $1 par; assess- 
able; issued 1,175,000. It has levied 19 
assessments of %c each up to 1916, The 
stock is listed on the Salt Lake Exchange. 
The initial dividend of 20c was paid June 
23, 1917, and 40c during that year. Four 
quarterlies of 8c each, plus extra of 15c 
paid in 1919. Eleven in all to date, equal 
to $1,140,000. Net profits in 1918 were 
$638,944. The ore shows 1 to 105 oz 
silver, and $1 to $15 gold per ton. The 
equipment includes 100 H.P. steam plant, 
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with an 80 H.P, double cylinder hoist, 
good for 1,500 feet depth. The produc- 
tion in 1919 was about 50,000 tons of ore. 
Total from 1915 to 1918 inclusive, 58,495 
dry tons that yielded 1,900,000 ounces of 
silver, 7,900,000 pounds of lead, 750,000 
pounds of copper and 1,582 ounces of 
gold. The main office is 422 Judge Bidg., 
Salt Lake City, Utah. The mine office 
is at Eureka, Juab County, Utah. The 
stock is not quoted at present. 





COLUMBIA GRAPHOPHONE 8s 


Bonds Discount Worst 


Lniess # was a misprint, I notice Columbia 
Grevhophone Co, 8% Bonds of 1925 have sold 
on the curb as low as $350.00 per $1000.00 Bond. 
Pleise send me opinion of these bonds as 
a speculation, ‘oes t mean @ re-organization 
of ‘he company? 

You are correct. These notes broke to 
35, but recovered to 50 in a single day 
last week. You will find full details of 
the present financial situation of Colum- 
bie Graphophone on page 694 of our 
Magazine of September 17, 1921, from 
which facts, we are’safe in assuming, and 
believe that the bonds sold recently upon 
a receivership basis and since had a very 
substantial advance. We consider them 
a good speculative investment because a 
receivership is not in sight and we be- 
lieve that there is ample security back of 
the bonds and a potential earning power 
suficient to pay the interest. Present 
price about 50 ($500 per $1,000 note.) 

We are much obliged to you for the 
circular regarding Amalgamated Leather 
preferred which we will refer to the edi- 
tor of the Weakly Margin Call. We feel 
sure that he will be very much interested 
in checking up on the statistics covering 
the supply of goats. We should say, judg- 
ing by the recent rise in the market, that 
this rally must have gathered a much 
greater crop than is usually available in 
Wall Street in the summer months, among 
the bears whose zoological makeup only 
permits them to see—indigo. 


OIL REORGANIZATIONS 
A Banker’s Problem 


A customer of this bank is the holder of $2,000 
of the Gold Notes of the El Dorado Refining Co., 
El Dorado, Kan. The interest for July was de 
foulted and in seeking information as to the 
afairs of the company received the inclosed 
statement. He has signed the approval of the 
plan with the understanding that upon investiga- 
tion éf # is not for his best interest he will not 
execute the proper authority later. What do you 
know about this company Would you advise 
following the plan gested? Do you know 
anything about the othcials ials? Any information 
or advice you can give regarding this matter 
«ould be appreciated. 


We have gone over the proposal of the 
president of the El Dorado Refining Com- 
pany and also such other papers as we 
have of record on the subject. We be- 
lieve that the material facts are fully and 
frankly stated in the circular which we 
are returning to you herewith. 

We agree with the president’s statement 
that the troubles of the company were 
largely unforeseen due to the fall in oil 





company seems-to have an excellent 
for OCTOBER 1, 1921 




















— 





of safe investment. 
Beautifully illustrated 


both as a guide to investment 


This book also contains a 
the policies and methods of 








CoMPANY 











Send for this Book! 


We have issued a very elaborate and 
practical book on investment, which 
thoroughly explains the basic ideas 


and hand- 
somely bound, this book is valuable 


and 


as a reference for general information. 


digest of 


the 


American Bond & Mortgage Com- 
pany, and the extraordinary care used 
in issuing of their “Safety Bonds.” 


AMERICAN 
BOND & MORTGAGE 


Davenport, lewa 


This book will be sent to 
you Free of Charge and 
without obligation on 


your part. If you are 
already an investor you 
will appreciate the value 
of this book—-if you have 
funds for investment you 
should read this book 
carefully before investing. 
Write for it soday—just 
sign below and mail the 
coupon, 


American Bond & Mortgage Bidg., Chicago—562 Fifth Avenue, N. Y. C. 
Columbus, Ohio :: Grand Rapids, Mich. :: 


Sign Below and Mail This Coupon for Edition 410 











Rockford, Illinois 
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: A complete 


—buying and selling foreign 
exchange and _ furnishing 
daily quotations if desired. 

—collecting drafts, legacies, 
bank accounts, etc., in for- 
eign countries 

—making periodical payments 
to beneficiaries in foreign 
countries 


EQUITABLE BUILDING 





Financial Service 






covering your transactions at home 
and abroad is placed at your disposal by 
KNAUTH, NACHOD & KUHNE. 


This includes: 


—issuing Commercial Letters 
of Credit to finance foreign 


trade 


—issuing Travelers’ Letters of 
Credit and Travelers’ Checks 
—executing orders to buy or 


sell securities on the 


New 


York Stock Exchange, of 
which we are members. 


“Seventy years in serving the public” 


We shall be glad to give careful attention to any 
inquiry you may address to us in regard to 
foreign or domestic transactions 


Knauth Nachod & Kuhne 


NEW YORK 














































Exempt from all Federal 


Income Taxes 


$200,000 
Bryan County, 
Oklahoma 


5% Road Bonds 
Maturirg July 1, 1927 to 1936 


Principal and Interest payable in 
New York 


These bonds are direct obliga- 
tions, payable from unlimited tax 
upon the entire County, which is 
one of the best agricultural coun- 
ties in the State, having: 

Assessed Valuation of . $21,637,542 
Total Bonded Debt. 988,000 

Population (1920) 40,700 


Legality approved by 
Chas. B. Wood, Esq. 


Price to Yield 5.75% 


Descriptive Circular upon request 


pee eDOy 


Ground Floor, Singer Building 
89 Liberty Street New York 























HOLDERS OF 


DOMINION OF CANADA 
5%'s due 1929 


UNITED KINGDOM OF 
GREAT BRITAIN and IRELAND 
5/’s due 1937 


are invited to send for 
our special memorandum 
N-18, which discusses an 
interesting situation in 
regard to these issues. 


NEWBURGER 
HENDERSON 
é& LOEB 


New York and P 
Members of How Tor hiledelphia 


100 Broadway, New York 
Phone, Rector 7066 











of eventually recovering from the situation 
in which it now finds itself. 

‘Apparently the approval of all the note 
holders will be necessary and there is no 
guarantee that if you agree to allowing 
your securities to have a mortgage pre- 
ceding the equity for your customer, that 
every other note holder will do likewise. 
The situation is about as follows: If the 
note holders do not agree, undoubtedly 
the officers of the company would throw 
the company into voluntary receivership 
in order to conserve the assets, but this 
would be a very heavy expense and might 
even force the company into a forced sale 
of its tank cars and other assets. These 
would not fetch their value at the present 
time. It seems much more sensible to 
adopt the plan outlined by Mr. Yankey 
and we would have no hesitation in ad- 
vising a customer or client to step in line 
with the majority of note holders. We 
are very sorry that we cannot add any- 
thing to the information you have, but if 
there is any other point on which you 
seek enlightenment, please let us know. 


NEW TYPE BUILDING ASSOCIATION 
Pioneering in New Companies Hazardous 


Some days ago I wrote you and asked pow 
opinion of the Lincoln Housing Trust of S 
Louis, Mo., and I received a leaflet from ola 
As requested on the back of this leaflet I am 
handing you @ pamphlet t out by the Lincoln 
Housing Trust. Any information you can give 
me after investigating will be appreciated. I 
should like the return of the pamphlet I am send- 
ing you, 

We return herewith circular of the Lin- 
coln Housing Trust which you kindly for- 
warded for criticism. The idea is new 
in a way and apparently the plan has some 
advantages over that of the existing type 
of Building & Loan Association, but it is 
a new idea and anybody who invests his 
money in a new business or a new plan 
like this, takes a decided chance of the 
proposition making good. We would say 
for ourselves, we would prefer to deal 
with the older established Building & 
Loan Associations even though the advan- 
tages do not seem to be so great on the 
surface. This is a savings proposition 
rather than an investment proposition, and 
while our principal objection would be on 
the ground that the company is not very 
seasoned, we find ourselves unable to be- 
come enthusiastic upon the facts as shown 
in the circular. 


OKMULGEE BUILDING & LOAN ASSN. 
Well Rated 


Kindly advise me if you consider the Okmulgee 
Building and Loan Association of Clmalges, 
Okla., paying 10% (as advertised in Tut Maca- 
zINE OF Watt StTREET), @ sound investment. 
Also give me any figures as to t earnings, 
etc., t you have available, 


As the Okmulgee Building & Loan As- 
sociation is one of our advertisers, you 
may safely assume that the company is 
sound. We only accept advertisers with 
whom we would care to entrust our per- 
sonal funds—that is our policy and the 
governing thought behind our approval. 
We would advise your writing to the sec- 
retary or treasurer of the association for 
its report on its earnings. The main of- 
fices are at Okmulgee, Oklahoma. They 


will undoubtedly be very glad to give you 
all desired information. 

Unfortunately we have nothing on file 
at this writing and will remedy this omis- 
sion very shortly. We will have all de- 
tails within 10 days. 


A STUDENT OF INVESTMENT 
Suggestions for Study 


Since I have speculated with some success in 
the New York stock markets, I have @ desire to 
know all I can about e movements and what 
influences them. Will Peary suggest books and 
periodicals which will lp me to wndersiand 
these things? Do the Federal Reserve Banks 
send their monthly reports > anybody upon ap- 
plication? Where can I gut Se he best description 
| the Federal Reserve hing system? May 

suggest that your cover for the second August 
= er was much smarter then the regular one, 
and say further that some of the symbolic draw. 
ings which appear in the pages of the Magazine 
detract from its good «a cide The Outlo I at uly 
dislike the one winch ts P hag Outlook.—I have 
an account with X. Co. De you consider 
it a reliable a as 


We would recommend your securing 
the financial (Saturday) edition of the 
New York Evening Post and the Annalist, 
issued weekly by the New York Times. 
Either of these will give you a compre- 
hensive resumé of the New York stock 
market and its operations for the week. 
The New York Times, Tribune and 
American (daily) are replete with infor- 
mation. Undoubtedly you will be able 
to procure all bulletins and pamphlets 
issued by the Federal Reserve Board on 
the question of the Federal Reserve, if 
you write direct to headquarters at Wash- 
ington, D. C. A recent volume issued by 
N. Parker Willis on the Federal Reserve 
System is a comprehensive work on this 
subject and will give you much informa- 
tion. Thank you for your commendation 
of our second August number cover, and 
we may add that we are also glad to 
obtain criticisms from our subscribers 
and have referred your letter to our man- 
aging editor. The information regarding 
brokers you will find as per inclosed 
report. 

You will find our books advertised 
periodically in our magazine—all on the 
subjects that interest you. We would 
tackle “Studies in Tape Reading,” “The 
Psychology of the Stock Market,” “Tidal 
Swings” and “How to Read the Financial 
Page” for a start (Book Dept. Macazine 
or WALL STREET). 


“YIELD TO MATURITY” 
A Method of Approximate Calculation 


Please explain a method of calculating 
to maturity without the use of tables.—E. it 
Richmond Hill, N. Y. 

In order to find the actual yield, you 
must not only add the entire flat yield year 
by year, but must take into consideration 
the difference between the purchase price 
and par and divide the number of points 
depreciation by the number of years to 
maturity. In the case of Market Street 
Railway, selling at $70 a further 30 points 
nominal profit or “yield” would accrue be- 
tween now and maturity which must be 
added to the ordinary yield. 

We will take a simpler case. Suppose 
you buy a 5% bond at 50, the straight 
yield is 10% per annum. Eventually, the 
purchaser will receive 100 for his bond 
or a “profit” of 50 points on his invest- 
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ment. If this should happen in one year, 
obviously, a profit of 50 points on $50 is 
100% which together with 10% straight 
yield makes 110%. If the maturity of the 
latter bond is in 10 years, this would mean 
an average of $10 yearly in addition to the 
wrdinary yield. The total would, there- 
fore, amount to 10% flat plus 20% on the 
imount invested, namely—$50 or 30% 
in all. However, as the profit is not re- 
ceived year by year, it becomes a mathe- 
natical problem to work out the exact rate 
of return and this problem is worked out 
in interest table books known as “yields 
to maturity.” For ordinary purposes, it 
is sufficient to estimate the yearly yield on 
the outlay, and add to this the possible 
extra yield by receiving the difference be- 
tween the market price and par at the 
end of a certain number of years. Divid- 
ing the number of years into the profits, 
will give you an average figure per an- 
num or further returns on your invest- 
ment. Of course this calculation is not 
accurate because you do not receive the 
profits yearly in advance, but if the bond 
is paid on maturity, you have to figure the 
“present worth” according to the ordinary 
law of arithmetic. The table is very 
complicated and is worked out in books. 
If you will make every allowance for the 
deferred period of payment, you can usual- 
ly make a good rough calculation in round 
figures to show what your yields to ma- 
turity would amount to. 





THE AUTO ACCESSORIES BUSINESS 
General Trend 


We would like your opinion and advice on 
th eula — advise selling the business and 
good will of this Company, at this time? What 
method would you adopt to negotiate such a sale? 

2. Would you advise increasing the capitaliza- 
tion? If so, for what amount? Kind of Issue? 

The sentiment towards automobiles and 
especially automobile accessories, is not 
one of enthusiasm in the East just now, 
and although your company seems con- 
servatively capitalized and its business on 
the up grade, we believe that you would 
find it very, difficult to “sell” your com- 
pany or the control of it at the present 
time in Wall street to any advantage. We 
frankly believe that you will have to con- 
tinue as you are until the next bull market, 
when a better opportunity may occur and 
business be considerably improved by then. 





SASKATCHEWAN 5s 
A Sound Provincial 


Will you please advise me where I can address 
the Staten Isiand Beach Land Improvement Co., 
of New York, relative to direction of stock divi- 
dend? Kindly give your opinion of “Prov. of 
Saskatchewan 6% Gold Bonds” advertised on 3a 
of the cover of the current number of your 
Magazine. 

The main offices of the Staten Island 
Beach Land Improvement Co, are at 20 
Exchange Place, New York City. By 
writing to the secretary of the company, 
you will no doubt be furnished with the 
desired information. 

In regard to the Canadian bonds men- 
tioned, we see no reason to doubt their 
soundness as they are guaranteed by the 
Provincial Government, whose credit and 
standing is above criticism. 


for OCTOBER 1, 1921 














Analyzing Industry's 


Changing Investment Opportunities 


The ever changing conditions in Industry 
and Finance call for a changed viewpoint 
and more scientific selection of investment 
securities. What investor doesn’t feel that 
there now exist special opportunities by 
which his present investment position can be 
safely and materially improved? 


Listed on the New York and other markets, and dealt in 
over the counter, are many thousands of securities of 
— _ diversified types and varying degrees of value. 
What investor can select the ones best suited to his re- 
quirements, his capital and his station in life? 


It is one problem to find the right kind of investments, but 
it is equally, if not more, important to know when to buy, 
sell or take a neutral position. 


The wisest course for any investor, no matter how experi- 
enced he may be, to pursue is to confer with and lay his 
roblems before a staff of men who are experienced in 
investment selection; who have analyzed and accurately 
gauged every factor that tends to make investing safe, 
sound and profitable. 


There is now available to investors the Services of The 
RICHARD D. WYCKOFF ANALYTICAL STAFF— 
representing scientific research, study and methods em- 
ployed in the care and selection of investments. This is a 
personal service—for the individual investor. The holdings 
of each Associate Member of this Staff are carefully 
watched day by day and he is properly advised when con- 
ditions present greater profit possibilities for him. 


W ould you like to kriow something more about the work 
of The RICHARD D. WYCKOFF ANALYTICAL 
STAFF? Then fill in the coupon below and free book- 
let will be sent you without charge—without obligation. 


The Richard D. Wyckoff Analytical Staff 


42 Broadway - - New York, N.Y. 


The Richard D. Wyckoff Analytical Staff, 
42 Broadway, New York, N. Y. 


What can your staff do for me? 
I am interested in [) Investments for a long pull or ( tradi 
(Mark the ones you are inter 


My present security holdings and available capital totals approximately $.............. 
This is to be held in strictest confidence by you. 
I understand there is no charge or obligation in sending for this information. 


or () both. 
in). 
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These 
Companies 
Use 

Hundreds 
of 


“SATELLITE” 


TYPEWRITER STANDS 


Larkin Co., Pennsylvania Railroad Co., 
Standard Oil Co, Dayton Engineering. Lab- 
oratories Co, White Motor Co. J. P. 
Morgan & Co., Lukens Iron & Steel Co., 
Illinois Steel Co., General Electric Co., 
Remington Typewriter Co, Underwood 
Typewriter Co., Woodstock Typewriter Co., 
L. C. Smith & Bros. Typewriter Co., Victor 
Typewriter Co., Hammond Typewriter Co., 
Royal Typewriter Co., and thousands of 


others. WHY? 


Because the “Satellite” is the most 

adjustable and portable, time-sa 
-saving and space-saving of a 

typewriter saaee. Sent on approval 
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OPPORTUNITIES IN CONVERTIBLE 
BONDS 


(Continued from page 766) 











to the writer’s individual preference from 
a strictly investment standpoint of safety 


and not from a standpoint of speculative 


possibilities through the conversion priv- 

ileges. 

In the rail group the bonds are all high 
class, second grade bonds. None is a 
mortgage issue, but in each case the credit 
of the issuing road is good, and there is 
little danger of the safety of principal. 
Three of the bonds, Norfolk & Western 
6s, Norfolk & Western 414s, and Atchison 
4s, are good illustrations of convertible 
bonds that have risen above their value as 
bonds, as evidenced by their yields, which 
are, considerably lower than some gilt- 
edged first mortgage issues. Both roads, 
however, are making excellent showings 
and there is a good possibility. for further 
substantial appreciation in the price of the 
stocks. In two instances, N. & W. 4%s 
and Atchison 4s, the price of the stock 
has passed the conversion level and any 
further increases will immediately be re- 
flected in the price of the bonds. Of 
these two roads Norfolk & Western is 
making an especially good showing, net 
operating revenue for the seven months to 
July 31, 1921, amounting to $7,246,913, as 
against a deficit of $230,250 for the same 
period of 1920. 

The Delaware & Hudson 5s of 1935 ap- 
pear to offer the best possibilities among 
all the rails listed. The credit of this 
road ranks high, and as one of the princi- 
pal carriers of anthracite coal its traffic 
is stable and assured. Incorporated in 
1823, it has a remarkable dividend record, 
dividends on the stock having been paid 
in every year since 1826, with the excep- 
tion of 1829 to 1831, 1934 to 1838, and 
1877 to 1880. The present rate of 9% has 
been paid continuously since 1907. For 
the first seven months of this year net 
operating revenue has amounted to $4,030,- 
609, compared with a deficit of $64,190 
over the same period of 1920, and, con- 
trary to most roads, maintenance of way 
and equipment have shown no stinting 
from last year. The bonds are legal for 
savings banks in New Hampshire and 
Rhode Island. The present yield is good 
and possibilities for a profit through the 
convertible feature very encouraging. 

The New York Central 6s of 1935 also 
indicate excellent prospects for enhance- 
ment in value through the operation of 
the conversion privilege. At its present 
price of 72%4 the stock is considerably 
below the conversion level of 98%, but 
the high price of the stock over the past 
12 years of 14734, made in 1909, and a 
high of 114% as recently as 1916, clearly 
indicate what may happen when condi- 
tions return to normal. 

Southern Pacific stock has recently had 
some of the “cream” taken off through 
the distribution to stockholders of the 
Pacific Oil Company stock and Chesa- 
peake & Ohio has been obliged to discon- 
tinue dividends owing to present condi- 
tions. Possibilities for the conversion 
privilege in Southern Pacific operating in 
the near future do not seem particularly 
potent, but Chesapeake & Ohio earnings 
are beginning to show substantial im- 
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provement and a resumption of the divi- 
dend might easily carry the price of the 
stock considerably above the conversion 
level. 

Among the Public Utilities the Con- 
solidated Gas 7s appear especially attrac- 
tive. The company has come through the 
past few years of adversity for practically 
all public utilities with flying colors. It 
has not found it necessary to omit or re- 
duce the 7% dividend on its stock and 
now with greatly improved operating con- 
ditions, for all utility companies, a re- 
turn of public confidence, reflected by buy 
ing orders in the stock, might easily carry 
it well above par. Consolidated Gas is a 
strong company; its behavior over the past 
few years has been exemplary; and its 
7% Notes of 1925 are a sound investment 
with unusual speculative possibilities. 

The American Tel. & Tel. issues are 
both good and if the 9% dividend is con- 
tinued on the stock it should be in line 
for a substantial move. The Detroit Edi- 
son is a steady earner and its funded 
obligations are undoubtedly safe. At pres- 
ent prices the 7s of 1930 yield about 
7.60% and, as the stock is within four 
points of the conversion level, strong spec- 
ulative possibilities accrue to the bonds, 
combined with a sound investment value 
and an extremely attractive yield, 

Looking over the Industrials the Mex- 

ican Petroleum 8s appeal to the writer 
very strongly. These bonds, the sole 
funded debt, are outstanding only in 
amount of $10,000,000 against which the 
company’s latest balance sheet showed as- 
sets of over $75,000,000. Last year earn- 
ings ran over 13 times interest require- 
ments, including these bonds, and earnings 
for the first six months of 1921 were even 
in excess of 1920. The bonds are addi- 
tionally safeguarded by the unconditional 
guarantee of both principal and interest by 
the Pan-American Petroleum & Trans- 
port Company and a Sinking Fund pro- 
vides for the redemption of all bonds be- 
fore maturity at 110. Recent developments 
in the Mexican situation have been favor- 
able to the company and its stock has reg- 
istered a recovery in market price of over 
30 points within the past few weeks. The 
bonds are convertible, par for par, into 
Class B stock of the Pan-American Petro- 
leum & Transport Company, which con- 
trols Mexican Petroleum through owner- 
ship of a majority of the stock. A full 
analysis of these bonds appeared in an 
article in the July 9th issue of the Maca- 
ZINE OF WALL Srreet, entitled “Switches 
for Bondholders,” which will be found 
worth while reviewing. 

The two Copper issues, found in th 
table, are also in a rather strong strategic 
position. Surplus stocks of copper metal 
are gradually being diminished and most 
authorities are of the opinion that the 
copper industry is on the brink of a sub- 
stantial revival. Should this be the case, 
copper stocks generally should be in for 
a. very substantial “move” and it will be 
seen that neither Cerro or Chile are very 
far below the conversion level. Of the two 
bonds the Cerro de Pasco 8s are decidedly 
preferable from an investment standpoint 
but the high yield and early maturity of 
the Chile 7s must not be overlooked by 
those willing to take just the slightest bit 
of a gamble. 

The Atlas Powder 7%s are a new issue 






















having been brought out within the past 
few months. The company, however, is 
one of long standing and substantial earn- 
ing power. Since the war ended many 
people are inclined to regard any com- 
pany embodying the name “Powder” in 
its tithe with askance, but in the case 
of Atlas, while it did do a considerable 
munitions business during the war, its 
principal lines consist of commercial ex- 
plosives. The 734% Bonds are safe, be- 
yond doubt, and anything like a building 
boom might have a lively effect on the 
company’s stock. 


Amer.-Agri.-Chemical and Va.-Caro. 
Chemical 

‘he bonds of the two fertilizer com- 
panies, are both convertible into the pre- 
ferred stocks, neither of which is pay- 
ing dividends at the present time. The 
unsatisfactory condition in which both of 
these companies find themselves at the 
present ~time is probably temporary, 
brought about by the sharp declines in the 
price of farm products, thus reducing the 
farmers’ purchasing power. The recent 
advance in the price of cotton has done 
much to improve sentiment among the 
farmers and it is a known fact that it is 
poor economy to stint on the enrichment 
of farm lands. In the past these com- 
panies have operated very successfully and 
it is only a question of time before they 
get back into their stride again. The Vir- 
ginia Carolina Chemical 6s are decidedly 
out of line and it is suggested that they 
be compared with the 7%s of 1932 of 
the same company, with which they rank 
equally. 

The International Paper 5s Series A 
of 1947 (Series B are not convertible) are 
outstanding in amount of less than $1,000,- 
000. They present a good opportunity but 
are rather difficult to pick up. The Sin- 
clair 7%s are convertible into 10 shares 
of 8% preferred and 2% shares of com- 
mon for each $1,000 bond. The com- 
pany is said to be the second largest in- 
dependent oil company but a shade of 
uncertainty seems to surrgund the com- 
pany and we are inclined to regard the 
bonds as somewhat speculative. 





FOREIGN EXCHANGE OUTLOOK 
(Continued from page 755) 











exchange is an erratic one and fluctuates 
quite violently with changing conditions in 
various countries. It is affected by labor 
costs, labor troubles, production records, 
buyers’ strikes and a thousand and one 
other incidental factors. 
Problems of the Future 

There is no economist today who could 
predict with any degree of accuracy what 
the future of exchange will be. It seems 
absolutely certain that after we have re- 


covered from the destruction caused by | 


the war that the countries will have to 
again return to the gold standard. There 
are, however, many economists who be- 
lieve that the purchasing power standard 
should be improved by more exact data, 
and made the basis for future international 
transactions. 

Whatever is the system that is estab- 
lished in the future, there can be no 
question that the countries with depre- 
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HE man who buys a 
Kelly-Springfield tire 
simply because it is the 
highest-priced tire has a 
very silly reason for doing a 
very sensible thing. There 
is nothing snobbish about a 
Kelly. Figured on a cost- 
per-mile basis it is actually 
the cheapest tire you can 
buy. 
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Time to Re-tire? 
(Buy Fisk) 


ISK Tires are the trans- 

lation of a high ideal 

into the easily under- 
stood terms of long, unin- 
terrupted mileage. ; 
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8% Closed First 
Mortgage Bonds 


of the 


Welch 


Grape Juice Co. 


Convertible into Common Stock 
at $35.00 per share, which has 
sold as high as $60.00 per share 
during the past two years and has 
not sold below $30.00 per share 
during that period. 

Total assets of $3,814 for each 
$1,000 bond.\ Net current assets 
of $1,840 for each $1,000 bond. 


Average annual earnings past ten 
years over 2% times total inter- 
est charges. Net profits 1920 
nearly six times such charges. 


The Welch Grape Juice Company 
was established in 1869 and is to- 
day the largest manufacturer in 
that industry in the United States. 
Bonds in denominations of $500- 
$1,000 due August 1, 1931, at 98% 
and interest, to yield 8.20 per cent. 
May be purchased by Systematic 
Igvestment Method—10 per cent 


Ask for Circular M. W. 





een ip yan 
P.W.Chapman & Co.Inc. 


115 Broadway 112 S. LaSalle St. 


New York 


ciated currencies must reorganize their 
system in such a way as to give such 
currencies some true value, which may 
be used as a basis for international 
transactions. In the case of a country 
like Germany, this means one of two 
things, both of which in effect are re- 
pudiation. She must either issue new 
marks, converting the present marks 
into the new ones, giving, say, one new 
mark for ten or fifteen old ones; or, 
she must establish the present mark on 
a gold basis at about the present inter- 
national value of the mark. Both of 
these will be an open confession of her 
inability to pay at the former value of 
the mark. 


The Future of Sterling 
While there is little hope for the Ger- 
man mark, there are, on the other hand, 
many factors at work that will ultimately 
put sterling back on its pre-war parity. 
It is quite safe to say that sterling would 
be selling higher now were it not for the 
depression in continental exchanges. Eng- 
land has taken a commanding position in 
supporting the financial plans of her 
Allies. Her bankers are the most able 
in the world and it is certain that they 
will not permit sterling to remain at a 
discount in comparison with the American 
dollar over a long period of years. This 
does not of course apply to the immediate 
future of sterling, for it will take a long 
time to work out of the difficulties that 

have been entailed by the war. 





READER’S ROUND TABLE 
(Continued from page 772) 




















How to Make Mone 
" and en ' 


Men work hard and long to make 
money, only to throw it away over 
night through poor investments. 

hey fail through lack of FINAN- 
CIAL SKILL. 


is explained in our 
FREE 20-page booklet. 


Page 4 contains a di- 
agram which will show 
you exactly what to do 
to gain FINANCIAL 
INDEPENDENCE. The 
diagram on Page 
may prove the turn- 
ing point in your whole 


life. 
Simply ask for a copy of MW-101 


American Institute of Finance 


15 BEACON STREFT. BOSTON. MASS. 
Se mn mt 





We specialize in 


U.S.STEEL 


You can purchase this stock on our 

convenient Partial Payment Plan. 

Stocks and Bonds sold for cash or car- 
on conservative margin. 


| EMANUEL, VARCOE & CO. 
l 








52 Broadway New York 














different issues even in case of receiver- 
ship, but Mr. Neumark makes no differ- 
entiation in his statement and is too 
sweeping.” It was not the purpose of the 
article to point out the different degrees 
of safety between the various issues. I 
am well aware that such a differentiation 
exists, but the only point I was trying to 
drive home was that all securities would 
suffer to a larger or lesser degree, if re- 
ceivership should occur. 

As a holder of the general mortgage 4% 
Series A bonds, I can only say to you 
that you are holding the best security 
which can be had of St. Paul. These 
bonds are nearest to property and offer, 
without doubt, the largest degree of safety, 
but why hold on to even these bonds 
when you can buy so many others which 
are so much better at almost the same 
price that these bonds are selling at. For 
example, I would suggest Southern 
Pacific, Central Pacific collateral trust 4% 
gold bonds, maturing in 1949, which are 
now selling at about 70. There you have 
a bond where there is absolutely nothing 
to worry about and which gives you even 
a better yield than the bond you now hold. 
I should be willing to take the loss you 
would have to take in selling your bonds 
at present prices in order to obtain a 
sound bond of a road which is infinitely 
in better shape than St. Paul—Arruur 
S. NeuMARK. 





FIVE UTILITY STOCKS I WOULD 
BUY 


(Continued from page 779) 











placed at 1,034,000. The communities 
served have a diversity of industrial in- 
terests. Besides gas and electricity the 
company also serves some communities 
with hot water and steam heating and 
water. The franchises, under which the 
Company operates, are satisfactory and a 
large portion are unlimited as to time. 


. The American Gas and Electric Company 


is controlled by interests closely allied 
with the General Electric Company. 


El Paso Electric Company 


The par of this common stock is $100 
and at the present price of $98 the yield is 
about 10.20%. The Company has paid 
dividends uninterrupedly since 1903 at the 
rate of 6% and steadily increasing it from 
6% in 1913 until now they pay 10%. The 
Company’s net earnings warrant this in- 
crease as is shown by the following: 

Balance for Reserves, Replacements, 
Dividends. 


From all appearances the common stock 
is on the upward trend and a new high 
record is not without possibilities. The 
Company owns all the securities of the 
operating companies through which it does 
the entire electric lighting, commercial 
power, street and interurban railway busi- 
ness in and adjacent to El Paso, Texas, 
and: Juarez, Mexico, and owns two toll 
bridges across the Rio Grande at El Paso. 
It is estimated that it serves a population 
of 108,000 in railway transportation and 
light and power. 

The Company in the past two weeks 
easily disposed of a small issue of 7% 
Gold Notes maturing in 1925. The issue 
amounted to $750,000 and was very quick- 
stock of this. company in my opinion is 
ly absorbed by investors. The common 
a good buy. 

Pacific Gas and Electric Company 


The Company as now constituted sells 
gas and electricity for heating, lighting 
and power purposes, operates a street 
railway and furnishes water for territory, 
including 8 of the 11 largest cities in Cal- 
ifornia. In all, the Company furnishes 
electricity to 226 towns with a total esti- 
mated population of 1,415,231; gas to 56 
towns with a population of 1,236,631 and 
water to 25 towns. The street railway 
embraces a system in Sacramento covering 
44.14 miles of track. The position of the 
Company is being modified by the vast’ 
construction and expansion outlays which 
began to be made in 1919 and are still con- 
tinuing. These outlays totaled $25,339,- 
627. Through them the Company is in- 
creasing the capacity of its plants from 
420,509 horsepower to about 576,000 horse- 
power. The ultimate effect upon this ex- 
pansion will, of course, depend upon the 
demand for the additional power for sale, 
but thus far, both net and surplus earn- 
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ings have been showing large gains in 
spite of the substantiated amounts of new 
capital tied up in construction work, 
which has not yet begun to earn money. 
Table 4 shows the tremendous increase 
from 1918. Last year the Company earned 
5.6% on the common and paid 5% divi- 
lends. 

Up to 1919 the capitalization was be- 
‘oming more and more conservative as 
compared with its production and its 
earnings. Earnings, figured on either 
funded debt. alone or total capitalization, 
are still increasing, but the funded debt is 
now larger than it was in 1919 and 1920 
as compared with the quantity of the out- 
put of gas and electricity. The common 
stock in 1919 was tending to become a 
high-grade investment, but in view of 
$25,000,000 of new capital issues since 
June, 1919, this stock in spite of its rapid- 
ly growing earning power, seems likely to 
retain its speculative character for some 
time, 

The price chart, Table 1, shows that it 
reached its highest point in 1919 when it 
sold at 75%. This is twenty-three points 
over the present price. On Sept. 8 of 
this year it reached the high for the year 
by touching 56%. The low point for 1921 
was on January 19, when it sold at 46%. 
Since this low for the year it has been on 
the steady upward movement and the 
writer believes it will reach a high of 70 
before the year is over. 


Conclusion 


Although, as I stated before, there may 
be many.common stocks of public utilities 
that appear more attractive than those 
I have just picked out and described, 
these five companies are representative of 
corporations who have passed through 
many periods of hard times and in every 
instance emerged in a stronger position. 
Their managements are conservative. 
Their policies wise. Their expansion con- 
sistent. 

I know if I bought any of these stocks 
that I would receive a run for my money 
and if statistics mean anything a profit 
would accrue to me as the holder. 





TAKING A FLYER 
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will more than repay itself in one good 
investment. 

Still another source may be found in the 
booklets and publications issued by the 
brokerage firms. These, naturally, are 
more or less biased in favor of the house 
that puts them out, nevertheless they con- 
tain much real information and advice, 
and by reading half a dozen attentively 
instead of confining yourself to just one 
house, you will get the general idea of 
just how the situation stands. 

Possibly the best source outside of 
these is the public library. There are 
many good works on finance to be found 
there, and while some of these are a 
trifle dry and contain statistics which 
only the man who is engaged in very 
large operations would want, there are 
quite a few that are genuinely interesting. 
Among these is Mr. Pratt’s well-known 
book, “The Work of Wall Street.” It is 
not dry, nor technical, and it will ground 
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Investment Wisdom 


RR USSELL SAGE used to give this bit of advice: ‘“‘Buy securities 
at the bottom and sell them at the top.” 


No better opportunity for “buying at the bottom”’ has ever been pre- 
sented to the investor than exists today. The peak of high interest 
rates has been reached and the time does not seem to be far off when 
8 per cent issucs will be a matter of history. 

Our list of high grade offerings includes: 


KILBOURNE & JACOBS MANUFACTURING COMPANY First 
Mortgage 8% Gold Bonds, an issue of an essential industry with an 
earning record of more than four and one-half times greatest annual 
interest requirements for the past five years. 


These bonds yield 8 Per Cent 


Send for our illustrated booklet W10, “‘An 8% Security and 
the Industry Behind It,’’ which will be mailed on request 


HYNEY, EMERSON & COMPANY 


39 S. La Salle Street Chicago, Illinois 












Cc. P.R. 
Lowest Level 
in 20 Years 


Yet the Canadian Pacific was one of the few large 
railroads in the world to earn and pay dividends 
through the war without Government aid. 


The strength of its position and the consistently prof- 
itable character of its shares are explained in an 
analysis of the C. P. R. we have just prepared. 


Write for a copy today 


Greenshields & Co. 


Investment Bankers 


17-A St. John Street, Montreal 
TORONTO 





INVESTMENT 
SUGGESTIONS 


For nearly a half cen- 
tury we have been aid- 
ing investors in the safe 
and profitable invest- 
ment of their funds. 


We shall be glad to 
suggest to you soufd 
securities for the in- 
vestment of your funds. 


Kindly ask for Circular M-10 


CASSATT. & CO. 
PHILADELPMIA 











The Safest| 
Securities 


| The 


as a class, are those where the 
risk of receivership is smallest. 
From an impartial source it has 
been found—based on the out- 
standing stocks and bonds of the 
i three main classes of securities 
} Outstanding—that the risk is: 
$2.07 per $100 par value 
$1.84 per $100 par value 
$0.37 per $100 par value 
An analysis of which is the safest, 
together with details of our 


Partial Payment 
Plan 
will be sent to interested investors 
on request. 
Investment suggestions in these 
“safest securities” will also be 


sent. 
Ask for M. W. 34 
R. J. McClelland & Co. 


Investment Securities 
100 Broadway, New York 


the reader in the fundamentals of activity 
in the financial district. Adam Smith’s 
“Wealth of Nations” is one of the few 
books that have stood the test of time, for 
it was written over one hundred and fifty 
years ago, yet much of it is as applicable 
to our times as to those in which it was 
written. Barber’s “Making Money Make 
Money” is more or less sensational, and 
is to be taken with a grain of salt, never- 
theless there are many chapters that can 
be read with great benefit. Andrew Car- 
negie’s Autobiography is one of the most 
interesting books of the century, and the 
biographies of our other leading financiers 
are very illuminative regarding the growth 
and methods of our giant industries. 


The Effect of Education 


The general effect of an education in 
finance is to tone down the “rash in spirit.” 
Too many who start out in the race for 
riches are not content to creep before they 
can walk, or run before they fly. The 
man with a capital of $100 is not content 
to do less than a $1,000 business. The 
man with $1,000 wants to reap the profits 
of $5,000. The man with $5,000 is satis- 
fied only if he can command the forces 
for which $20,000 is required. The man 
with $20,000 wants to operate on a $100,- 
000 basis, and the $100,000 speculator 
yearns to burst through the upper crust 
and get out into the ranks of millionaires. 
Instead of carrying “an amount of canvas 
proportioned to the tonnage of their craft, 
the mass of those who embark on the 
treacherous ocean of business crowd on 
all sail and are ambitious to make the 
utmost possible number of knots an hour; 
to all appearances they will reach the 
haven of wealth in half the time of the 
slow sailers; but suddenly, and at a mo- 
ment, from a quarter least expected, a 
squall springs up and they are swept, in 
spite of every effort, toward a lee shore 
where they speedily go to the bottom.” 


“The successful business man,” says 
Irving T. Bush, in a recent article in 
System, “knows the difference between a 
chance and a gamble. * * * Success 
is the Child of Courage and Reason.” As 
Napoleon put it, “To succeed one must 
sometimes be bold and sometimes very 
prudent.” In other words, until one is 
sure of his ability to stand the shifts of 
the air currents in higher altitudes and 
meet the sudden emergencies that occur 
there, it is wise to stay close to the 
ground, where the gains will represent a 
fair return on the money investment, and 
the losses can be held down to the mini- 
mum. 
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and betterments to the road, respectively ; 
and had materials and supplies on hand at 
the end of Federal control, inventoried at 
$1,391,180, transferred to the company’s 
account. In return for the above the gov- 
ernment was to be released from all 
claims against it. The preferred stock has 
paid the following dividends since incor- 
poration, June 29, 1916; 6% in 1918, 4% 
in 1919, 5%4% in 1920, and 3% for the first 
half of 1921. The stock is now seliing 
around $60 a share, at which price the 


yield is 10%. It is the opinion of the 
writer that the investor who is willing 
take the greater risk involved in the pur- 
chase of this stock, as compared with the 
previously mentioned speculative invest- 
ment stocks, will make a_ considerably 
greater profit. The Western Pacific R. R. 
is a very young road and it has yet to 
show what it can really do over an ex- 
tended period of time and this is the 
chance the investor must be willing to 
take. It would certainly seem that the 
outlook for the preferred stock is very 
good. There is just one more attractive 
feature about the purchase of this stock 
and that is the proposal of the road to 
declare a stock dividend to present pre- 
ferred and common stockholders in order 
to distribute the new assets the company 
has received through its acquisition of the 
Denver & Rio Grande R. R. The stock 
dividend will probably amount to 16 2-3% 
in new preferred and 16 2-3% in new 
common, making a total of 33 1-3%. The 
new preferred stock received would mark 
down the cost of the stock to a little over 
$43 a share. The present dividend rate 
will be maintained, if earnings warrant, 
which would mean a return of almost 14% 
on the investment. 





THE NEAREST THING TO 
STANDARD OIL 
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oil sands dip from a minimum of three 
degrees in the Kern River field to a maxi- 
mum of 45 degrees in Coalinga field. On 
top of Buena Vista and Elk Hills anti- 
clines the oil sands are almost flat, Grav- 
ity ranges from 10 to 50 degrees Baume, 
major part 18 to 30 Baume, next largest 
portion 14 to 18 degrees. During 1920 
Pacific Oil, or rather the companies which 
Pacific Oil now owns exclusive of Asso- 
ciated Oil, produces an average of better 
than 30,000 barrels a day. Production 
for the past six years has been as follows: 
1920, 11,170,000 bbl.; 1919, 9,474,000 bbl. ; 
1918, 9,200,000; 1917, 9,390,000; 1916, 9,- 
650,000 barrels and 1915 10,160000 barrels. 
The effect of removal of restriction on 
drilling is apparent from 1920 estimate. 


Storage and Cost of Field Improvements 


The company has storage facilities 
which consist of steel tankage and con- 
crete reservoirs with capacities for 4,042,- 
000 barrels of oil. During the five years 
ending 1919, Southern Pacific’s expendi- 
tures for field improvements made on this 
property, including well drilling and de- 
velopment, aggregated $12,720,000, of 
which $3,598,000 were drilling expense 
charges to operations in 1918 and 1919. 
The bulk of these expenditures for field 
improvement were for drilling wells. The 
estimated total for all expenditures for 
field improvements for 1920 is $4,250,000, 
of which $2,415,000 are drilling expenses. 


First Income Account 


As was stated above, it was estimated 
early in the year that Pacific Oil would 
pay $3.00 per annum dividend. When the 
first income account statement was ren- 
dered by the new company for its first 
six months of operation up to June 30, 
1921, it was seen that the company earned 
at the rate of $5.87 a share. Pacific Oil's 
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earnings before Federal taxes and includ- 
ing only one quarterly dividend of Asso- 
ciated Oil dividend in the six months 
amounted to $2.85 a share on the 3,500,000 
shares of stock outstanding. A d i 
tion and depletion reserve of $1,551,347 
was charged out. 

If Pacific Oil earns at the same rate 
in the latter half of the year, earnings for 
1921, including the entire annual dividend 
»f Associated Oil Company, of which 
Pacific Oil’s share is $1,204,140, will be 
$5.87 a share after deducting federal taxes. 
Earnings in the second quarter bore a 
similarity to those of the first. The table 
gives this comparison. 

It will be noted that gross was affected 
considerably by the reduction of 25c a 
barrel in the price of California oil near 
the beginning of the second quarter. Oper- 
ating expenses were cut down. The As- 
sociated Oil dividend payable April 25 
further augmented earnings so that the 
net result was practically the same as in 
the first quarter. Deduction of $1,551,347 
for depletion and depreciation in the 
first six months is only a moderate write- 
off. The initial dividend was as already 
stated $1.50, indicating that the stock is 
to be placed on a $3 basis. An estimate 
of $5.87 a share for the year makes it 
appear probable that the rate will not be 
over $3.00, for federal taxes have still 
to be charged out. 


Future Outlook 


Oil and mining stocks usually sell at 
their high levels from 6 months to a year 
after their introduction to trading. Pacific 
Oil was introduced at a time when market 
conditions were anything but favorable 
for a substantial rise. It has not yet come 
in for its market boom. 

This company can be regarded as one 
of the most reliable oil organizations in 
the country. Of course, this does not 
mean that it is not subject to the same ad- 
verse conditions that affect other oil com- 
panies, but the writer believes that an in- 
vestment in this stock for a long pull 
at the present price is justified. 





Northwestern Receives 
; $6,500,000 


Payment of $6,500,000 to the Chicago & 
Northwestern Railroad was announced by 
the Railroad Administration in full settle- 
ment of the claims of that company against 
the Government, growing out of the period 
of Federal railway operations. 

Other payments made in settlement of 
pending claims were $1,200,000 to the Chi- 
cago, St. Paul, Minneapolis & Omaha 
Railroad; $900,000 to the Old Dominion 
Steamship Company; $22,500 to the 
Wrightsville & Tennille Railroad, and 
$3,175 to the Louisville & Wadley Rail- 
road. 

Authority was granted by the Interstate 
Commerce Commission today to the Geor- 
gia Railroad and Banking Company to 
issue, by selling at not less than 95 per 
cent of par and accrued interest, $1,500,000 
of debenture bonds. The proceeds of the 
issue would be used to pay off and retire 
a like amount of plain debentures now out- 
standing against the company. 
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Our Wires 
peer: Forecast The 
Movements 


The buying and selling of securities 6n the New York Stock 
Exchange is recorded on the Ticker Tape. By carefully analyz- 
ing the message of the Tape it is possible to sense the forces of 
supply and demand that regulate prices. Our interpretation 
of the immediate course of individual security prices is offered 
in The Trend Letter Trading Service. 


The Trend Letter Trading Service 


Its business is to judge the best opportunities for profit as they 
appear among the securities listed on the New York Stock Ex- 


change. 


It is the result of years of practical experience. 


How It Operates 


The Trend Letter Trading Service consists of telegraphic advices 
to buy or sell one or more securities when, in the opinion of 
the organization, particular stocks are in a position to advance 


or decline. 


The basis of the advice is the supply and demand 


as recorded on the ticker tape. 


It is not a question of how much money 
you can make on your own judgment, but 
how much more we can help you to make. 


Send Us the Coupon and Full Particulars Will be 


Promptly Sent to You 


The Trend Letter Trading Service 


42 Broadway 
be ee me oe oe ee oe FREE INQUIRY BLANK = = = @ eo oe 


New York 


THE TREND LETTER TRADING SERVICE 
42 Broadway, New York 


Gentlemen :—Please explain in detail how the Trend Letter Trading Service 


would operate for me. 









































Recent developments 
indicate more stable 


conditions in 


MEXICO 


Owing to a revival of 

interest in Mexican 

issues on the part of 

the public, we have pre- 

pared a special circular 
on 


MEXICAN BONDS 


Write for Circular M.W. 501 


Huth & Co. 


30 Pine St., New York City 


Telephone John 6214 




















ODD LOTS 


put you on the same 
footing as the larg- 
est traders in diver- 
sifying your stock 
holdings. 


You can buy small lots 
of any listed security 
through us, either out- 
right or on margin. 


Send for full explanation in 
our booklet M.W.—no obliga- 
tion implied—do it today. 


GisHoum & (HapMaN 


Members New York Stock Exchange 
71 Broadway, New York City 














War Finance Corporation 

The War Finance Corporation made 
public a circular giving full information 
to banks, bankers and trust companies ap- 
plying for advances under Section 24 of 
the War Finance Corporation Act. The 
circular, known as Circular No. 2, is be- 
ing mailed today to farmers’ organiza- 
tions and every National and State bank 
and every financial institution in the agri- 
cultural sections of the country. It sets 
forth the procedure and general rules un- 
der which loans will be considered by the 
corporation under the recently enacted 
legislation authorizing loans to_ banks, 
bankers and trust companies which have 
made advances for agricultural or live- 
stock purposes. 

To facilitate the handling of the ad- 
vances under this new section of the act, 
and to afford the necessary assistance as 
quickly as possible, the corporation has 
created committees in the agricultural and 
livestock sections of the country whose 
chief duties will be to consider applica- 
tions from banks, bankers and trust com- 
panies in the first instance and pass upon 
the collateral offered. These applications 
will be forwarded to the corporation at 
Washington with the recommendations of 
the committees. Ags loans to banks under 
this section will represent the discount of 
agricultural and livestock paper, one of 
the chief functions of the committees will 
be to consider the adequacy of the secur- 
ity offered. Experienced bankers and 
business men qualified to pass upon such 
collateral will compose the committees. 
The members of the committees have been 
selected and announcement will be made 
when acceptances of appointments have 
been received. They will serve without 
compensation for their services. 

Forms of applications and other neces- 
sary documents have been drafted by the 
corporation and will be obtainable from 
the corporation’s offices in Washington, 
the Federal Reserve banks or branch 
banks and the several agricultural loan 
committees. Supplies of such forms will 
be promptly sent to these banks and com- 
mittees. 

An “agricultural purpose” upon which 
loans under Section 24 may be based is 
described in the circular as “any purpose 
connected with the growing, harvesting, 
preparation for market, and marketing of 
agricultural products,- or the breeding, 
raising, fattening and marketing of live- 
stock.” Loans may be made to banks 
which have made advances for these pur- 
poses or which may have discounted or 
rediscounted agricultural paper. The 
amount of any advance made by the cor- 
poration is limited to the aggregate of all 
outstanding advances made by the bor- 
rower for agricultural purposes. 

The corporation’s. authority to make 
these advances extends until July 1, 1922. 
Advances will mature not later than one 
year and loans cannot be extended beyond 
three years from the original date of the 
advance. The circular authorizes the pay- 
ment of all or any part of a loan made 
by the corporation in advance of maturity. 

The rate of interest will be determined 
from time to time by the board of di- 
rectors of the corporation. Under the law 


a bank obtaining advances on the basis 
of loans made by it for agricultural pur- 
poses may not charge upon such loans 
a rate of interest greater than 2 per cent. 
in excess of the rate of interest charged 
by the War Finance Corporation. The 
circular warns applicants that this pro- 
vision of the law should not be construed 
to authorize any bank to charge a rate oi 
interest in excess of the rate permitted 
by State law. 

Advances may be made against the note 
or acceptance of the borrower or other 
negotiable instrument, making him pri- 
marily and unconditionally liable for the 
repayment of the advance. Applications 
of the borrower must be adequately se- 
cured by endorsement, guaranty, pledge, 
or otherwise, ° 

Part 2 of the circular gives full infor- 
mation to banks, bankers and trust com- 
panies desiring to sell to the War Finance 
Corporation notes or other instruments 
of indebtedness secured by agricultura! 
products. The corporation is authorized 
by the law to purchase such obligations 
“in exceptional cases.” The circular 
states that the board will consider such 
purchases only where it is affirmatively 
shown that the applicant is under some 
statutory or other legal disability to apply 
for and obtain an advance under the first 
paragraph of Section 24, which authorizes 
loans to banks which have made advances 
for agricultural purposes. The limit of 
maturity of such paper is one year and 
the maturity may not be extended. 

Applications for the sale of such agri- 
cultural paper to the War Finance Cor- 
poration will be handled direct by the cor- 
poration at Washington and not through 
the agricultural loan committees. 





Anent Fordney Bill 
Leading Merchants’ Opinions 


Marshall Field & Co. have sent to 30,- 
000 retail merchants a circular letter 
pointing out dangers in the “American 
valuation” plan as embraced in the Ford- 
ney tariff bill. The firm asserts that the 
plan will erect a tariff wall against busi- 
ness with foreign nations and become a 
barrier to the return of prosperity. 

The letter says in part: “The most im- 
portant work before Congress is to enact 
legislation which will be of the utmost 
possible help in reviving business and re- 
turning prosperity to this country.” It is 
an intricate problem, interwoven with 
complexities. 

“Facts are facts, and every business man 
who manufactures or sells merchandise 
knows that the public in its present atti- 
tude will not tolerate increasing prices. 
The so-called ‘buyers’ strike’ gave conclu- 
sive evidence that prices can be only on a 
level that the public is able or willing to 
pay. 
“Furthermore, under the American val- 
vation plan, the merchant who must buy 
his wares six months to a year or more 
in advance can have no idea of costs, for 
he cannot know until the goods are deliv- 
ered what the American wholesale selling 
price will be and, hence, what the tariff 
will be. The seller who now procures his 
samples and sends salesmen out to take 
orders in advance of manufacture and de- 
livery will be unable to do business on 





. 


ch a basis. At one fell swoop Congress 
oposes to throw the experience and busi- 
ss methods gained in over one hundred 
rs in the discard and’ substitute for it 
questionable plan which leading mer- 
chants declare is impossible and ruinous 
ur import business. 
America is primarily an agricultural 
tion. Our farmers and crops lie at the 
is of our proserity. Our manufactur- 
industries seem great, but are also 
ond in importance to our great stores 
f raw materials, such as iron, copper, 
, coal and lumber. Of farm crops 
id raw material we have a great surplus 
yur only markets for this surplus are 
broad. 


‘When foreign markets are shut to us 

have an oversupply and lax demand. 
We face that condition today and our 
farmers now hold a big percentage of the 
1920 crop with no market and a big, new 
crop coming on. 

“An vxutlet for our surplus crops will 
go far toward reviving business in Amer- 
ica. Enable Europe and the rest of the 
world to buy from us and the great farm 
market, now stagnant, will reawaken. 
When the farmer buys, our wheels of in- 
dustry whirl and business is good. 

‘But other nations cannot buy except 
with merchandise. They have no gold. 
They are so impoverished through the war 
that their only liquid assets are the goods 
which they make. Only by our buying the 
products of foreign nations can we give 
them buying power to absorb our surplus 
products. When we import then we can 
export; when we export we convert the 
crops of the farmer into cash; when the 
farmer has cash he buys; when the farmer 
buys we have prosperity. The ‘American 
valuation’ plan will block the first step 
in returning prosperity. America believes 
in a protective tariff, because we treasure 
our American standards of living. We do 
not want our industries paralyzed by an 
inundation of foreign goods. 

“The American people want and expect 
a fair protective tariff to be passed by 
Congress, enabling all industries to pay a 
fair wage commensurate with our stand- 
ards of living. But there is as great dan- 
ger in a tariff too high as in a tariff too 
low. Congress must find the happy ‘in 
between’ which cannot be reached with the 
‘American valuation’ plan.” 





Government Interference 


Should the government continue to inter- 
fere in our banking business, except for 
the enforcement of law and the protec- 
tion of depositors, it inevitably will make 
the same record of inefficiency and failure 
as in designing airplanes, in building and 
operating ships, and in operating railroads. 
Hampered by red tape, banks will not be 
able to give the public good service. Strict 
upervision, criticism and correction should 
€ maintained, but the government should 
iot pass the line that separates these 
iroper functions from actual management. 
Credit, without which this country never 
ould have developed and outstripped all 
‘thers, cannot thrive shackled by politics 
nd bureaucracy—E. C. McDougal in 
Journal of the American Bankers Associa- 








Inadequate Margin on 
Customers Accounts 


Many failures among Stock Brokerage organiza- 
tions are directly traceable to the risk assumed 
in carrying inadequately margined customers’ ac- 
counts. The assumption of this risk in most 
cases is due to a dishonest or inefficient margin 
clerk. 


A periodical audit by Certified Public Accountants 
who are specialists in financial investigations, 
eliminates this risk. 


WALDMAN & SCHOOLMAN 


Certified Public Accountants 
511 Fifth Ave. New York City 


Phone Vanderbilt 6656 








CONVERTIBLE BONDS 


Investors wishing to combine 
an element of speculation with 
their investments will be inter- 
ested in our list of active Con- 
vertible Bonds. 


Ask for Circular T-56. 


HORNBLOWER & WEEKS 
42 Broadway, New York City 


Boston Chicago Detroit 


Providence Portland 
(Established 1888) 





CANADA 
Potentiality! 


All that Canada has achieved is 
nothing as compared to what 
this young growing nation is 
destined to accomplish. 
Canada stands today for Po- 
a fair promise of 
t ings that will spring 
m her lendid resources 
and her yout energy. 
Here is the true field for the 
investor who would see his in- 
vestments steadily increase in 
value. 
The Chemical and Fertilizer in- 
dustry is becoming one of Can- 
ada’s strongest native growths 
Let us tell you something about 
the investment opportunity of- 
fered by the 8% Preferred 
Participating Stock of a Com- 
pany, now offered with a sub- 
stantial bonus of Common. 








Full and prompt service on all Cana- 
dian investment matters to United 
States enquirers. 


Graham Sansona (a 


INVESTMENT BANKERS 
TORONTO, CANADA 








Mistakes 


Everybody makes them. 
They bring disaster only 
when you refuse to cor- 
rect them. The trader 
who will not turn with 
the tide stands a poor 
chance for success in 
Wall Street. 


We will try to help you 
avoid mistakes or, having 
made one, minimize its 
cost, through our per- 
sonal interest, in each of 
our accounts. 





You can become familiar 
with the nature of our 
market counsel by read- 
ing our publication 


“Trading Suggestions” 


For copy of current issue, call 
or write for Circular M.W.355 








Wilson & Chardon 








Members Consolidated 
Stock Exchange of New York 
62 Broadway New York 
Telephone Whitehall 1964 


Trade of England, America and 
Japan Compared 


The Department of Agriculture and 
Commerce of the Japanese Government 
has announced the foreign trade results 
of Great Britain, the United States and 
Japan for the first half of 1921. 

England.—According to the report, the 
British foreign trade for the period 
amounted to £368,654,000 in exports and 
£571,762,000 in imports, making a total 
of £940,416,000, showing an excess of 
£203,108,000 in imports. 

Compared with the corresponding period 
of last year, a decrease of 44 per cent in 


imports, 42 per cent in exports, 43 per - 


cent in total, and 51 per cent in the excess 
in imports was observed, as seen by the 
following : 
First half First half 
1921 1920 
z £ Comparison 


Imports ...571,762,000 1,034,638,000 562,876,000 
Exports ...368,654,000 637,466,000 268,812,000 


940,416,000 1,672,104,000 731,688,000 
Excess in 
imports. .203,108,000 397,172,000 194,064,000 





British foreign trade was on a gradual 
decline since the latter half of last year, 
and last April both the exports and im- 
ports decreased to half the amount of the 
corresponding period of last year. 

America.—America’s foreign trade for 
the same period totaled $3,967,221,000, of 
which imports were $1,431,114,000 and ex- 
ports $2,536,107,000, showing an excess of 
$1,104,993,000 in exports. Compared with 
the corresponding period of last year, a 
decrease of 51 per cent in imports, 40 per 
cent in exports, 45 per cent in total, and 
15 per cent in the excess in exports was 
observed : 

Particulars are: 

First half First half 
1921 1920 
$ $ Comparison 


Imports 1,431,114,000 2,944,496,000 1,513,382,000 
Exports 2,536,107,000 4,245,983,000 1,709,875,000 


— -3,967,221,000 7,190,479,000 3,223,257,000 
xcess in 
exports 1,104,993,000 1,301,487,000 196,493,000 





Japan.—Japan’s foreign trade for the 
same period showed a decrease of 49 per 
cent in imports, 50 per cent in exports, 
50 per cent in total, and 53 per cent in the 
excess in imports. 

Details of exports and imports are as 
follows : 

First half First half 
192 1920 
Yen Yen Comparison 
Exports 574,817,000 1,138,275,000 563,458,000 
Imports 797,818,000 1,617,747,000 817,929,000 


Total ..1,372,635,000 2,756,022,000 1,381,387,000 
Excess in 
imports 223,001,000 479,472,000 254,471,000 





The ratio of decrease for the three coun- 
tries in round numbers is: 
Great United 
Britain States 


51% 
40% 
45% 





European Business Conditions 
Authoritative opinion on the overseas 
situation has been forthcoming for the 


last few days from interviews with Mr. 
P. C. Hale, First Vice President of the 
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illustrated with 40 full page 
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free while limited edition 
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in stamps to defray cost of 
mailing. 
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Bank of Italy, San Francisco, who has 
just returned from a seven months’ ex- 
haustive study of Old World financial, 
industrial and economic progress. Mr. 
Hale says: 

“Critical, indeed, is the economic and 
industrial status of Europe, but conditions 
are much better in every way than I ex- 
pected. Under careful supervision the in- 
dustries of England, France, Italy, Ger- 
many, Austria, Turkey and other coun- 
tries I visited may work out their vexa- 
tious economic problenis, but the task will 
take years. As I see it, the United States 
may not expect a payment of her huge 
war credit for five years, at the very least. 

“From careful studies of conditions, I 
am convinced that it will be all of five 
vears before industrial Europe regains 
normal production. England, France and 
ltaly are very much stronger in an eco- 
nomic way than they were a year ago. 

“In my judgment Germany will be able 
to pay her indemnities to the Allies if 
she is allowed to function on the present 
scale. Germany’s chief danger right now 
is from the tremendous issues of fiat 
money. 

“Italy is improving in an economic way 
after an experience with extreme socialists 

ho took over 600 factories in the Milan 
section alone and made failures of them. 
he reflex from the socialists’ failure was 
understood at once by the Italian laborer, 
and the reaction was such that Italy today 
is improving very satisfactorily in an in- 
lustrial manner. 

“My study of industrial Enrope and its 
inancial condition took me into England, 
France, Italy, Germany, Austria, Turkey, 
{ungary, Czechoslovakia, Jugoslavia and 
Scotland. Of all these countries England, 
n my judgment, is in the poorest indus- 
trial shape, a condition that is due to dis- 
istrous labor troubles.” 


36,617,584 Spindles in U. S. A. 


According to the Census Bureau there 
were 36,617,584 cotton spindles in the 
United States at the beginning of the 
cotton year, August 1. Of that number 
33,059,211 spindles were operated at some 
time during the month, the aggregate num- 
ber of spindle hours being 7,319,916,931. 

The regular hours of operation per week 
in the cotton mills, the report said, vary 
from forty-eight in a number of States to 
as high as sixty in others. Weighting 
the number of spindles with the prevailing 
hours for the several States, it is found 
that the average work day for the entire 
country is practically 8.6 hours. Based or 
an activity of twenty-seven days for 8.6 
hours per day, the average number of 
spindles operated for July was 31,524,190. 

Massachusetts leads with 11,810,563 
spindles and 1,998,565,497 spindle hours. 
North Carolina is second, with 5,228,266 
spindles and 1,200,591,162 spindle hours. 
South Carolina is third with 5,013,538 
spindles and 1,216,966,894 spindle hours. 

The number of spindles and spindle 
hours of other States include: 

Connecticut, 1,388,948 and 246,959,192; 
Maine, 1,126,452 and 238,170,510; New 
Hampshire, 1,457,428 and 272,044,896; New 
Jersey, 424,145 and 57,877,065; New York, 
1,017,163 and 195,261,105; Pennsylvania, 


268,878 and 33,176,080 and Rhode Island, _ 


2,805,538 and 499,229,459. 
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At Last— 


a device that does away with dripping candles, 
spluttering sealing wax, poor impressions and 
burnt fingers—the 


Electric Sealing Wax Machine 


cnay © cpente—ten ines entibes tan Ge neeets 
hand method—saves one-half the sealing wax— 

pays for itself in short time. Let us send you one 
on trial—convince yourself without obligations. 


ELECTRIC SEALING MACHINE CORP. 
316 West 31st Street New York City 
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The Rails and 
To-Day’s Market 


Now is the time to buy good 
dividend-paying stocks for specu- 
lative possibilities or for perma- 
nent investment. Among the 
foremost in the list of opportun- 
ities are the low-priced rails. 
The latest edition of our 


Monthly Railroad Bulletin 


will aid you to select these rail 
opportunities. Sent free on ap- 
plication. 


We shall be pleased to execute 
your orders for full lots or odd 
lots of stock either on conserva- 
tive margin or on our 


Partial Payment Plan 


James M. Leopold & Co. 


Members New York Stock Exchange 
7 Wall Street New York 


Speed Increases Cost of Railroading 


Speed increases the cost of railroad 
hauling in a striking manner says the 
Railway Age, current issue. In the first 
place the train load must be greatly re- 
duced if high-speed is required for haul- 
ing. As a locomotive has a horse-power 
limit, depending upon its boiler- capacity, 
it follows that at twice the speed, only 
one-half the tractive effort will be avail- 
able; at three times the speed only one- 
third the tractive effort approximately. 
The coal burned per ton mile may not 
vary greatly, but as the crew is paid by 
the mile, the costs per ton mile mount 
rapidly, being roughly from 1% to 2 times 
as much at 30 miles per hour as at 15 
miles. The exact amounts depend on the 
grade, cost of coal and supplies, car re- 
pairs and wages, etc., but they can be 


definitely determined in any case. This 
demonstrates the expensive nature of 
handling live stock and when to this is 


added the possible depreciation of the load 
if the cattle are not delivered in time for 
the market the suggestion of an operating 
officer that his competitors should be 
allowed to take the stock business, is 
readily understood. Passenger traffic is 
even more expensive. The 18-hour trains 
between New York and Chicago were so 
notoriously costly to operate that for sev- 
eral years they have been abandoned. It 
has been demonstrated that a speed of 
about 15 miles per hour is the most eco- 
nomical for ordinary freight trains, and 
such commodities as coal, ore, lumber, etc., 
cost less to haul per ton on account of 
speed alone than fast freights, such as 
perishable fruits and live stock. If the 
speed is arranged to suit the goods, the 
most economical transportation results— 
in any case the cost of the speed factor— 
may be determined by careful study, but it 
requires time and patience. High speed 
trains, either passenger or freight cause 
delays and therefore expense to other 
trains which must give them safe clear- 
ance. 
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attractive features of 
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7% GOLD DEBENTURES 
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Other features include 
valuable conversion 
privilege and monthly, 
quarterly or semi-an- 
nual interest payments. 


Installment arrange- 
ment for denominations 
from $100 upward. 


Write for Circular DA-18 
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& Company 


Bond Department 
60 Wall St., New York 

















Atchison 


Baltimore & Ohio 
Canadian Pacific 
Chesapeake & Ohio 
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Chicago Great Western 
Chicago, Mil, & St, Paul 
Chicago North Western 
Chicago, R. I. & Pacific 
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Delaware & Hudson 
Delaware, Lack. & Western 
Erie 

Great Northern 

Illinois Central 

Kansas City So 

Lake Erie & Western 
Lehigh Valley 

Louisville & Nashville 
Minneapolis & St. Louis 
Missouri Pacific 





N. Y¥., Chicago & St. Louis 
N. Y¥., New Haven & Hartford 
N. Y., Ontario & Western 
Norfolk & Western 
Northern Pacific 
Pennsylvania 

Pere Marquette 

St. Louis, San Francisco 
St. Louis Southwestern 
Seaboard Air Line 
Southern Pacific 
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Texas & Pacific 

Union Pacific 
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ANALYSIS OF RAILROAD EARNINGS FOR FIRST 7 MONTHS OF 1921 


The following table is compiled on the assumption that the first seven months represent 
52.5% of the traffic year, as they did in the test period: 


Road Net Oper. Def. 


(a) $50 par value. (b) After 5% on the common stock, all classes of stock share equally. 
(c) Without oil income and after capital adjustments. 
of 50% of interest charges of the 5% income mortgage bonds, after all other interest charges. 
(e) Including Denver & Rio Grande and after proposed adjustments, (f) 
preference stock. (g) On the 6% preferred stock. (h) On the 4% 2nd preferred stock. 


$ Per Sh. 
on Com. 
$14.05 
3.10 


$ Per Sh. 
on Pfd. 


% Charges 
Earned 

938% eage 

9,65 

6.40 


(s) 1.55 
9,00 
11,05 
(a) 11,25 


14.35 
8.40 


3.00 
(b) 9.80 
"60 
5.00 


(c) 4.80 
7.50 
(f) 1.19 
(ad) Earnings are at the annual rate 


On the 7% prior 
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The largest gasoline pro- 
ducing company in the 
United States. Its future 
outlook reviewed and an 
analysis of other leading 
issues is contained in our 
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Weekly 
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Los Angeles Merger 


Formal announcement is made of the 
completion of agreements for the merger 
of the Security Trust and Savings Bank 
and the Guaranty Trust and Savings Bank 
of Los Angeles and the Long Beach Trust 
and Savings Bank of Long Beach, Cali- 
fornia. The combined resources of the 
merged institutions will aggregate $148,- 
000,000 ; the combined deposits $138,000,000 
and the capital and surplus $11,500,000. 
Security Trust and Savings Bank will be 
the name of the merged institution. Jo- 
seph F. Sartori, for 30 years president of 
the Security Bank will be president and 
active manager. Maurice S. Hellman, 
vice-president of the Security, will be vice- 
president and chairman of the board. Dr. 
M. N. Avery, president of the Guaranty 
Bank, will be vice-president of the 
Security and chairman of the Execu- 
tive Committee. The present main bank 
of the Guaranty at Spring and 7th 
streets, will be called the Guaranty office, 
and will be in vice-president Avery’s 
charge. P. E. Hatch, vice-president of 
the Long Beach Bank, will be vice- 
president of Security and manager of 
the Long Beach branch. The personnel 
and policies of all the banks and branches 
will not be disturbed. The various officers 
taking corresponding rank in the Security 
Bank. The principal offices will be at the 
present main Security Bank, Sth and 
Spring streets. The Security Bank, with 
recources of more than $96,000,000, has 
been for many years the largest banking 
institution in the Southwest, a complete 
departmental bank, savings, commercial 
and trust. The Guaranty Bank, similarly 
complete in its services, shows more than 
$42,000,000 resources. The Long Beach 
Trust and Savings, also departmental, is 
the oldest and largest bank in Long Beach 
with nearly $10,000,000 of resources, hav- 
ing recently absorbed the National Bank 
of Long Beach. Each of the banks has sev- 
eral branches, so the new institution with 
eleven branches, will cover Los Angeles, 
Hollywood, Pasadena, Long Beach and 
Huntington Beach. With the exception 
of the last named branch, the new bank 
will be entirely within Los Angeles Coun- 
ty, and so is entitled to rank as the largest 
financial institution serving one locality 
west of Chicago. 


Bankers See Better Business 


John J. Mitchell, returning to Chicago 
from Washington, where he attended 
the quarterly meeting of Federal Ad- 
visory Council, says: “Feeling of coun- 
cil is that business tide has definitely 
and lastingly turned for better. South- 
ern and Northwestern members report 
important improvement since advance 
in prices of cotton and wheat. 

“Consensus in Washington is that 
something must be done looking toward 
extending credits to Europe, particu- 
larly Germany. British are much ahead 
of us in this respect. 

“There is much disturbance through- 
out United States regarding American 
tariff valuation plan. We cannot 
afford to erect high tariff wall at this 
time. Tariff is scheduled to be taken 
up by Congress directly after enact- 
ment of tax legislation.” 
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$5,500 Returns $550 Yearly 
$1,100 Returns $110 Yearly 
$550 Returns $55 Yearly 
$220 Returns $22 Yearly 


Invested in An Established 
Finance Corporation 
—Enjoying unusual confidence. 


—Well protected by 
Banking or Loan Laws. 


stringent State 


—tanfing money on good security on 
the safest basis known to bankers— 
widely distributed small loans. 


—Under strong management, with an 
enviable 7 years’ record of proved 
dependability. 


—An opportunity to share in at least 
one-third of the large yearly profits. 


—Pavying a total of 11% to the bond- 
holders now and for several years 
past and growing steadily with the 
solid expansion of its loan service in 
many States. 


A combination of every one of the 
elements of security demanded by 
the most conservative investor, car- 
rying with it a large share of the 
profits. 


Over a Quarter Century of experience 
in finance and business management is 
behind our recommendation of this in 
vestment. 


Send for Circular W-807 giving full 
details. 


Clarence Hodson & fh 
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The Rent Problem 


The rent situation gives great concern 
to unbiased observers of conditions. There 
is little question that the present high 
levels of rents, both for apartments and 

‘ business quarters, is inflicting consider- 

ST able hardship on the interests affected. 

Me 8€6The burden falls particularly on the smal! 
salaried worker and laborer. In cities 
such as New York, Chicago, Philadelphia 
and other large centers throughout the 
United States rents have been advanced 
above the ability of the average tenants 
to make payment. The result has been to 
force measures of economy along a di- 
rection which is not desirable owing to 
the fact that wage and salary reductions 
have brought income down to a point 
where it is not possible to pay the rents 
demanded and at the same time pay for 
other necessities, not to speak of comforts 
or luxuries. 

Many families are denying themselves 
their full food requirements, especially 
where there are a number of children 
to feed. Or in lieu of this they are econ- 
omizing by using their old clothes instead 
of buying much-needed new ones. These 
are several instances of the situation. Ob- 
viously it is not a healthy condition. The 
business interests are likewise affected 
by this situation inasmuch as it reduces 
the purchasing power which would have 
otherwise gone into the consumption of 
their products. 

Probably the average small salaried 
worker and laborer is spending, on the 

; average, from 35 to 40% of his salary 

up in my mind again this morn- or wages (if there is any) for the purpose 

ing when | received this week's of keeping a roof above his family’s head. 

in and information of the This is an excessive amount, and the 

mancial service to which I! : : 

oer ol ultimate result is to lower the standard 

f of living. Unquestionably, this is a sit- 

“If you give your whole-hearted attention to your business, you cannot uation which requires expert handling if 

give your investments the complete attention they need. the present temper of the working classes 

“Just as you need experts and capable advice in every department of is not to assume an ugly character. 

your business—so surely do you need the continual assistance of ex- 
erts in investments. Successful as | am, | take this financial service 
Se oaiaten I have neither time nor skill to watch both my investments and 


business. My best advice to you is for you to subscribe too. Do this, R d Relief s 
’ s ” 
and you're on the right road. War Finance Corporation May Issue De- 
DO YOU TRADE IN STOCKS? bentures Against Equipment Trusts 
IS YOUR CAPITAL TIED UP IN INACTIVE STOCKS? Chicago bankers understand that the 
ARE YOU AN INVESTOR FOR INCOME AND PROFIT ? ear anaes Soe eee 
; : . : plating an issue of its debentures, se- 
Then surely you need the advices, information and assistance of this Service. cured by deposit of the remaining rail- 
on eight-page Service Repere—ieveed om Therese —will ald you in selecting road equipment trust certificates im ‘the 
securities which are in a strong or w echnical Positio ill indi . 
you into which stocks to switch when your capital is tied —. in pas B onty Ter og Bd hands of the government, instead of 
—— continuing the sale of the equipment 
t will advise you of the position of the Bond Market, pointing out as it d th y i 
most desirable investments at the present time. It will alee pone intimate ‘insight arenes themselves to bankers. It " 
into the various methods of operating and employing investment funds to the best likely that some further sales of a lim- 
oe 4% ~ ms me aa BS ited amount of the equipment trusts 
n ition to this regular wee! Service rt, speci eports i h : , 
apeeeees changes in the trend of the market, pn ye od Goedemante of maastet will be made, however, before the larger 
uence, occur. e 


scheme is put into operation. For the 
Subscribers are entitled also to a reasonable number of inquiries relati to th i ry bi 
securities which they may hold or the purchase of which they Sostampietn, - latter the passage of the Winslow bill 
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“The other day you asked for 
my advice. Your question came 


: 





by the Senate is necessary, as there is 
SEND NO MONEY — merely ask for a copy of a “Recent Invest- 


no present authority of law for the 
Finance Corporation to engage in trans- 
actions in railroad securities. 

THE INVESTMENT AND BUSINESS SERVICE Such a debenture issue by the cor- 
42 Broadway, New York, N. Y. poration would be in. line with recom- 

ae Shoceuntalt en Matt ; et The M We : mendations made by Chicago bankers 
42 Broadway, New York, N. Y. . = to Eugene Meyer, Jr., managing di- 
Send me a recent Investment Service Report. It is understood that there is no rector of the Finance Corporation, dur- 
charge or obligation incurred by me in receiving this. ing his recent visit here. The exact 
amount of the equipment trust certificates 
in the hands of the Railroad Administra- 
tion is $304,362,000, according to a recent 
official statement, and after deducting the 
. $7,500,000 just sold to Kuhn, Loeb & Co. 
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ment Service Report” so that you can judge of its value to you. 




















Armament and Taxation 

The forthcoming Armament conference 
in Washington is looked upon as a pos- 
sible solution of one of the gravest prob- 
lems facing not only this country but 
every ‘country supporting military or naval 
organizations in the world. It is sincerely 
1oped—although scepticism is expressed 
in many quarters—that this early assem- 
bling of the world’s leading statesmen will 
result in at least the beginning of world- 
wide disarmament. 

Aside from the purely humanitarian is- 
sue at stake—and this is probably, after 
all, the chiefest issue—the disarmament 
of the nations, or even their partial dis- 
armament, will tend to lower the rate of 
world taxation and consequently remove 
at least part of the burden now pressing 
down on the shoulders of humanity. When 
one considers the immense proportion of 
national revenue—not only here but abroad 
—that goes into the building up and main- 
tenance of military and naval establish- 
ments—it becomes apparent that the 
forthcoming Conference has possibilities 
of affecting the entire financial structure 
of the world in a favorable sense. 

In this country it is estimated that ap- 
proximately 93% of the national revenue 
goes toward payment of bills on old or 
recent wars, including pensions, etc., and 
for the maintenance of the present military 
and naval organizations. Only about 7% 
goes toward what may be considered pure- 
ly peace purposes, and not even the full 
part of that amount is used in a con- 
structive manner. 

It is essential that taxation rates be 
lowered here and abroad and this can 
only be done through reduction of arma- 
ment expenditures, with the consequent 
reduction in other items of military sup- 
port. The world can no longer support 
the financial incubus which it has created 
and it is high time it were removed. 


Rail Bill to Pass 


Railroad refunding bill will pass when 
Congress meets to consider the meas- 
ure, according to Thomas De Witt 
Cuyler, chairman of the Association of 
Railway Executives. Mr. Cuyler be- 
lieves that argument in favor of the 
bill will more than offset the opposition 
that arose before Congress adjourned. 

Discussing earnings, Mr. Cuyler says 
August returns will be good, but that 
not so much can be expected of Sep- 
tember or October. Necessity for mak- 
ing up maintenance that has been de- 
ferred, he declares, will bring expense 
charges up in those two months be- 
cause most of the work that has been 
deferred cannot be put off any. longer. 
Mr. Cuyler makes no estimate as to 
whether August net will exceed the 
July figure of $69,000,000. 


Canadian Paper Exports 
Pick Up 

Canadian pulp and paper exports for 
August, according to Canadian Pulp & 
Paper Association, totaled $9,395,391, a 
decline of $8,863,336 as compared with 
August, 1920, but an increase of $2,628,- 
835 over July, 1921. They were the 
highest for any month of the fiscal 
year. 
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EVERYBODY KNOWS 


Henry Ford 
BUT 


Do you know what possibilities 
Ford’s railroad ownership and policy 
contains? 

Do you know what the development 
of Musele Shoals by Ford means to 
the economic and industrial interests 
of the United States? Indeed, do you 
know where Muscle Shoals is or what 
the a for its development are? 

you know of the men who have 
es with Ford, how ~~ have 
become great, who they are? 

Do you know how well Ford has 
done in making iron and casting en- 

locks from the blast furnace? 
ou know all the sharps said he 
couldn’t do it. 

Do you know what Ford is doing 
in plate glass manufacture? 

All things and a lot more, 
every one of them an education in the 


subject of Ford, and the selling of 
Ford 


They will be told fully in a most 

series of articles to be pub- 
beginning in October in the 

MICHIGAN MANUFACTURER AND 


AND FINANCIAL RECORD for a 
whole year, fifty-two issues. 

The series is independently pre 

by special writers and technical 
men and is not ired. 

This is published at Detroit, 
Mr. Ford’s home and factory city, 
where the important things about 
Ford are known first, and from where 
you can get much information earliest 
and most p' \ 


Michigan Manufacturer and Financial Record 


611 Free Press Building 


New York Office: 


Detroit, Mich. 
20 Broad Street 
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Gives our — 
This Issue tons as to the 
Covers probable dividend 
action to be taken 
peg ented by 19 companies 
Bethlehem Steel | in October. 
Burns Bros. 
Consolid. Gas Shows in chart form: 
Fisher Body 
Illinois Central 1, Past dividend record 
— Springfield | 2. Next meeting date 
Tire M 3. Next dividend date 
aan ~ 4. 1920-1921 price 
Norfolk & West. range 
Pennsylvania 5. Present price and 
Pullman Co. yield 
Pure Oil 6. Survey of favorable 
a , and unfavorable fac- 
U 3s 1 - tors. 
F. W. Woolworth | 7. Probable dividend 
action. 











Investors are finding this chart 
of inestimable value. The con- 
clusions formed are sound and 
logically arrived at. 


Copy sent FREE on request 
Ask for M.W.-81 
“Always without obligation” 


S:S-RUSKAY & Co. 


Phone: Bowling Green 3200 
Chicago, Bridgeport, Boston, Pittsburgh 





Direct Private Wire System 


Rock Island 
Railway 


An important transpor- 
tation system modestly 
capitalized, well located 
and with a promising 
future. 


Analytical report review- 
ing present status, prog- 
ress made since reorgani- 
sation, earnings, dividend 
prospects, etc., together 
with high and low price 


levels of shares, mailed 
free on request. 

Ask for M.W.605 
KOHLER. BREMER. & @ 
‘STOCKS - BONDS: 

32 Broadway, Hampton Hotel, 
NEW YORK ALBANY, ®-¥ 





























BUILDING AN INCOME 
MONTH BY MONTH 


our “CONSISTENT 
SKVINGS PLAN” you can 
begin NOW with an initial 
deposit of only $25 and in- 
vest in gilt edge, seasoned, 
dividend-paying securities, 
listed on the New York 
Stock Exchange, now sell- 
ing at lowest prices in 
twenty years. Our booklet 
“Purchasing an Income” 
will tell you how. Write 
immediately, for this book- 
let, without obligation to 
you, to insure your financial 
independence. 


WE ARE SPECIALISTS IN 


ODD LOTS 


and have unusual facilities 
for rendering a “Personal 
Brokerage Service” by mail, 
which gives the out of town 
investors every advantage 
of trading that can be ob- 
tained. 
Write for G-10. 


og LEFFIER 
Stock Exchange of New York, 


Consolidated 
2 im =, be conene Olive =. 
LLIAM » 22 ST. & BROADWAY 
Phones Broad 324-5 Prone Bryant 1371 




















Stock Options 


Offer great money-making 
possibilities. No margin 
is required, as the risk is 
limited to their first cost. 


Investigate the advan- 
tages of this valuable 
method of stock trading. 
Circular W, describing 
their employment in place 
of stop orders; to supple- 
ment margin; their insur- 
ance value, and other im- 
portant features will be 
sent free upon request. 


Write us for quotations. 
We can always offer the 
most attractive contracts 
for either large amount of 
stock or odd lots. 


S.H. WILCOXS Co 
PUTS ana CALLS 


GUARANTEED SY MEMBERS OF THE 
NEW YORK STOCK EXCHANGE 


233 Setecney New York. 
Phore Barclay 52/6 


The Philippines 
The total imports of the Philippine Is- 
lands from January to June, of the cur- 
rent year, amounted to $70,022,961, com- 
pared to $58,646,580 for the correspond- 
ing period last year, according to the re- 
port of the insular collector of customs. 


Iron and steel and their manufactures 
were imported to the value of $13,921,033 
as against $8,036,038 for the same period 
in 1920. 


Cotton cloth imports totalled $7,320,596 
—a decrease of $1,504,008 from the first 
six months’ record of last year. Imports 
of cotton and cotton manufactures were 
valued at $3,518,706—$114,820 less than 
the figures of the first semester of last 
year. 

Automobiles and parts of, including 
tires, were imported to the tune of $3,860,- 
383 as against $2,825,427 last year. 

Illuminating oil imports totalled $2,308,- 
043 as against $1,831,383 last year. 

Paper and paper manufactures registered 
a total of $1,892,610 as against $1,099,486, 
last year. 

Meat products imports totalled $1,723,- 
437 as against $1,313,895 last year. 

The total trade with the United States 
during the period was $72,179,061—of 
of which $45,986,399 represented the im- 
ports from, and $26,192,662 the exports 
to the United States. 

Japan comes second with $9,328,606 worth 
of total trade with the Islands, China third 
with $5,757,743, and the United Kingdom 
fourth with $4,902,423. 

A total of 444 vessels, net tonnage 1,304,- 
166, entered, and 449, net tonnage 1,321,- 
672, cleared, in Philippine ports of entry 
during the same period. During the first 
six months of 1920, 467 vessels, net ton- 
nage 1,270,397, entered, and 461, net ton- 
nage 1,219,236, cleared in insular ports. 

British bottoms had a preponderance in 
both number and tonnage compared with 
all other vessels which participated in 
Philippine foreign commerce during the 
period. There were 177 British steamers, 
net tonnage 481,626, which entered, and 
177, net tonnage 478,720, which cleared, in 
insular ports during the period. American 
vessels registered 21 entrances, net tonnage 
382,238, and 91 clearances, net tonnage 
382,071, while Japanese vessels registered 
79 entrances, net tonnage 280,737, and 82 
clearances, net tonnage 295,189. 

From January to June, this year, ac- 
cording to the Bureau of Customs, 15,432 
persons emigrated from the Philippine Is- 
lands. Of this number, 2,065 went to the 
United States, 3,841 Filipinos to Hawaii 
and the United States, 7,943 Chinese went 
back to China, and the rest of the num- 
ber to other parts of the world, including 
Japan, England, Spain, Russia, and the 
East Indies. There were 252 Portuguese, 
Scandinavians, French, Germans and Ital- 
ians who left. 

The total number of those who entered 
the Islands was 13,849. There were 1,646 
Americans of whom 276 were profes- 
sionals, 133 merchants, and 142 manufac- 
turers. One hundred and four English 
subjects with professions were also among 
the number that came. There were 127 
professional Filipinos who returned. 
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PUTS & CALLS 


If stock market traders un- 
derstood the advantage derived 
from the use of PUTS & 
CALLS, they would familiar- 
ize themselves with their op- 
eration. 


PUTS & CALLS place a 
buyer of them in position to 
take advantage of unforeseen 
happenings. 


The risk is limited to the cost 
of the Put or Call. 


Explanatory booklet 14 sent upon 
request. Correspondence Invited. 


GEO. W. BUTLER 


Specialist in 
Puts and Calls 


Guaranteed by Members of 
New York Stock Exchange 


20 BROAD ST. NEW YORK 
Phones: Rector 9076-9079 











Steel Common 
Studebaker 

U. S. Rubber 

Baldwin 

General Asphalt 
American International 


I have prepared a chart cevering the 
fluctuations on the above stecks for 1920. 
It shows the splendid opportunities 
afforded by Puts and Calls to take ad- 
vantage of the fluctuations en a small 
cash outlay. When trading with Puts and 

ls your loss is at all times limited to 
the small amount paid for them, while 
profits are unlimited, or all that a rise 
or a decline in a stock permits. Puts 
offered on June 3rd, 1921 om Mexican 
Petroleum at 140 showed $3400.08 net prof- 
it on each 100 share Put by June 2th, 1921. 


OUT OF TOWN CUSTOMERS 





My out of town customers who are not 
in touch with the market are able to 
take advantage of the fluctuations with 
Puts and Calls just as though they were 
in my office. can you. My private 
shegrage code enables you to do this. 
Write for Booklet M-W, it explains how 
they operate. Price list and a copy of 
the above chart will be included. 


WM. H. HERBST 
Dealer in Puts and Calis 


Endorsed by Members of the N. Y. 
Stock Exchange 


2® Broad Street, New York City 
Ted. 1067 Rector Estab. since 1688 
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THE FUNDAMENTALS OF AC- 
COUNTING — by William Morse 
Cole. 

This is a book for the student or 
business man who wants to understand 
the principles on which all accounting 
is based. While everyone cannot be an 
accountant, it is essential that every 
executive, every business man, should 
know enough of accounting to be able 
to understand the reports of his own 
business. While the book deals with 
fundamentals, it is not superficial. It 
does not avoid a matter because it is 
ibstract or difficult, but explains every 
detail very carefully and very thor- 
oughly. 

The book has a great many illustra- 
tions, specimen statements, etc., and, 
n order to give concreteness to prin- 
iples, appended to each chapter are a 
eries of questions and problems with 
vhich the reader may test his ability 
o apply these principles. 

Price $3.75, postpaid. 


BANKERS’ CREDITS, and all that 
appertains to them in their practical, 
legal and everyday aspects—by Will- 
iam F. Spalding. 

Deals with the subject of Bankers’ 
Credits in a simple and practical way. 
It fills a need which has been felt for 
quite some time, and particularly since 
the war, by both bankers and those en- 
gaged in foreign trade. The book is 
well-illustrated, concisely written, and 
care has been taken not only to explain 
the many and varied forms of bankers’ 
credits in existence, but also to con- 
sider the cases that have come before 
the courts from time to time. 

The author is an Englishman, a Fel- 
low of the Royal Economic Society, 
Certified Associate of the Institute of 
Bankers, London, and the writer of 
several other books on finance and on 
foreign exchange. Price $3.65, postpaid. 


AMERICA’S POWER RESOURCES 
—by Chester G. Gilbert and Joseph 
E. Pogue. 

Of late years the frightful waste in 
the development and use of our natural 
resources has been commanding more 
and more attention from thinking men 
and women in all parts of the country. 
It is estimated that, in this country 
alone, the work accomplished with the 
aid of water, coal, oil and gas is equiva- 
lent to that of 3,000,000,000 slaves. 
While the need for this work is ever 
increasing, the very resources which 
make it possible are becoming scarcer, 
and in this book, the authors, two in- 
ternational experts on this subject, en- 
deavor to put before the public in clear, 
untechnical language, the way in which 
these wastes occur and the means of 
preventing them. 

The book is very readable, interest- 
ingly written, and illustrated with nu- 
merous charts, diagrams and photo- 
graphs: Price $2,70, postpaid. 
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Securities and Com- 
modities Analyzed 
in This Issue 


The subjoined table presents a 
list of the securities and commodi- 
ties analyzed in the current (Octo- 
ber Ist) issue of the Magazine of 
Wall Street. 


& Southern. 
Kansas City Southern....... 
Nickel Plate 
Norfolk & Western. 
Reading .... 
Rock Island 
St. L.-San Francisco. 
Union Pacific 


Western Pacific . 


Public Utilities 


American Birch 

American Chemical . 
American Gas & Elec. Co. 
Consolidated Textile 
Continental Can 

El Paso El. Co 
Martin-Parry 

North American Co. 
Pacific Gas & El. Co. 
United Rys. & El. Co 


Commodities 


DIVIDENDS 














DRIVER-HARRIS COMPANY 
HARRISON, N. J. 
NOTICE OF QUARTERLY 
DIVIDEND 
PREFERRED STOCK DIVIDEND 

: NO. 3% 
_ The Board of Directors, at a meet- 
ing held on September 16, 1921, de- 
clared the regular quarterly dividend 
of ome and three-quarters per cent. 
(134%) on the outstanding preferred 
stock, for the quarter ending Septem- 
ber 30, 1921, payable on October 1, 
1921, to stockholders of record at the 
close of business on September 2, 
1921. Transfer books will close from 
September 20, 1921, to October 1, 1921. 
Checks will be mailed. 

P. E. REEVES, 














Treasurer. 














PACIFIC GAS AND ELECTRIC 00. 
COMMON STOCK DIVIDEND NO. 23 
The regular quarterly dividend of $1.25 per 
share upon the Common Capital Stock of this 
Company will be paid on October 15, 1921, to 
shareholders of record at close of business Sep- 
tember 30, 1921. The transfer books will not be 
closed and checks will be mailed from the office 
of the company in time to reach stockholders on 
the date they-are payable. 
A. F. HOCKENBEAMER, 
Vice-President and Treasurer. 


San Francisco, California. 





BAYUK BROS., INCORPORATED. 
Philadelphia, Pa., 
Sept. 30, 1921. 
Quarterly dividend of 2% on the First and 
Second Preferred stocks of this corporation has 
been declared, payable on October 15, 1921, to the 
stockholders of record September 30, 1921. Checks 
will be mailed. 
HARVBY L. HIRST, Secretary. 


New Ideas for the Investor 


The outgrowth of 26 years of scien- 
tifle study, observation and practical 
test by G. C. Selden, internationally 
known as a market analyst 
authority on finance. Full of 
profitable information, 





FREE upon request. 
Ask for Booklet M-2. 


GRAPHIC RECORD CORPORATION, 
29 Broadway, Wew York City. 


R.C.MEGARGEL& Co. 


Investment Securities 
27 Pine St., New York 








ments in monthly pay- 

ments or lumps sums; 

Safety; Real Estate Security; Tax- 

Exempt; State Supervision. Send for 
Details. 

OKMULGEE BUILDING & LOAN ASS’N 

Oklahoma 


COMPOUNDED SEMI- 
10 ANNUALLY on invest- 














STOCKHOLDERS LISTS 
in Over Two Thousand Corporations 
Write for catalog 


WM. JONES 


Auditors, Inc. 
116 Broad St. New York City 
Te. Green 8811-8812 
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Banking Journal in America 
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“Psychology 
of the Stock Market” 


A 93-page cloth bound book 

written by a leading financial au- 

thority. Contains many scien- 

tific facts of great value to the 

investing and trading public. 

Complimentary copy furnished while 
limited supply lasts 


Ask for M.W.156 


‘MOSHERS;WALLACE 


NewYork Produce Excha 
MEMBERS Consolidated Stock 


WBroadway| 50,420 St 











" Specialists in 
Curb Securities 
Buff, Freiday & Co. 


INVESTMENTS 
66 BROADWAY NEW YORK 

















Investment 
Securities 
HEYWOOD BROOKS & CO. 
149 Broadway New York 








Two Books of Real Merit | 





THE REAL ESTATE EDUCATOR 


-M, Payne. (New Edi- 
fiom. A repository of 
useful information = 4 
ready reterence, 
cially designed for Real 
Estate Investors, 
ators, Builders, Contras 
tora, Agents and Busi- 

en. What you 
you ash — al to know, 

ce New Edition 
contains The Fede 
Farm Loan _ “System, 
How to Appraise Prop- 
erty, How to Advertise 


Available U. S. 

fo r Homesteads, The 
NEED to know, what 
A B C’s of Realty and 


i} other useful information. 208 pages cloth. 


$2.00 postpaid. 


The Vest Pocket Lawyer 


This popular work on the law contains 
the kind of information most people want. 
You can know the law—what to do—what 
to avoid. It is a daily guide—a manual of 
reference for the business man—the law 
student—the justice of the peace—the not- 
ary public—the farmer—the clergymas— 
the merchant—the banker—tbe doctor. 360 
pases printed on bible paper, Cloth $1.50. 
ther gilt $2.00, postpaid. 


Book Department 


&MAGAZINE 
Paen-ap eee greet 


New York 
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etc., listed belew have been 
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We advise our readers to 
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of this service, which will them in 
Street, without a ee Se 


Advertising Dept. 
MAGAZINE OF WALL STREET, 42 Broadway, New York City 


“ESSAY ON EXECUTIVE 
EFFICIENCY” 

Successful business executives 
are agreed that an interior tele- 
phone is an-absolute necessity in 
organizations where there are 
two or more d ents between 
which there is frequent communi- 
cation. 

The “Essay on newton Ef- 
ficiency” analyzes the close re- 
lationship that exists between 
maximum 0! efficiency and de- 
pendable intercommunication. A 
copy will be sent gratis to execu- 
tives who request same on their 
business letterhead. ae ae egret 
Products Co., 

New York yy 


PARTIAL PAYMENTS 

An interesting booklet has 
been prepared b AB. iene 
lished Stock 
which explains in Seeail? . 3 
small investor can take advan- 
tage of present low prices in se- 
curities by making moderate ini- 
tial payments and small monthly 
payments thereafter. (137) 


THE THRIFT ROAD TO 
INDEPENDENCE 
A book explaining the partial 
payment plan. (148) 


THE FINANCIAL DIGEST 
A progressive review of busi- 
ness and financial conditions 
with definite investment recom- 
mendations. (161) 


THE:-COPPER STOCKS 
A series of — comprehen- 
sively anal the copper 
stocks. (150 


CANADIAN MOTORS 
An interesting descriptive cir- 
cular, which discusses the busi- 
ness and status of one of the 
largest Canadian motor manu- 
. facturers, is now ready for dis- 
tribution to investors. (141) 


YOUR FIRST STEP IN THE STOCK 
MARKET 


A handy pocket booklet show- 
ing how to open an account, to 
trade on account, and giving the 
collateral value of securities and 
showing the advantages of the 
Partial Payment Plan for the 
beginner. (153) 


MONTHLY RAILROAD BULLETIN 
Gives monthly gross and net 
earnings of all th railroads, 
tabulated in simpl concise 
form. It gives ot oe informa- 
tion and statistics of importance 

to investors, (53) 


GUARANTEED FIRST MORTGAGES 
ON NEW YORK CITY 
REAL ESTATE 
A beautifully illustrated booklet 
addressed to the car«ful investor, 
containing a colored map sow 
the transportation system 0 
Greater New York. (133) 


TRACING INDUSTRIAL C 
TION PROFITS, 1914-1920 
And amplified analysis of 
fourteen representative compa- 
nies. (156 


CONVERTIBLE BONDS 
A list of active convertible 
bonds of interest to the investor 
wishing to combine an element 
of speculation with inves) 


157) 
WHAT A NEW MACHINE 
tS DOING 
An interesting circular giving 
the history of a company manu- 
facturing a machine that has 
revolutionized an industry. This 
circular gives record of earn- 
ings of this company, demand 
for its product and other. data. 
A strong similarity exists in the 
prosperity of the company 
manufacturing this machine, and 
the growth of other companies 
that have gained world-wide re- 
nown and have made investors 
prosperous. (159) 


AN 8% SECURITY AND THE IN- 
DUSTRY BEHIND IT. 

A nicely illustrated booklet de- 
scribing a First Mortgage Bond 
of a company whose earnings 
for the past seventeen years 
have averaged over four and 
one-half times the maximum 
bond interest requirements. (162) 


SYSTEMATIC SAVING AND _ IN- 
VESTING—A PARTIAL PAYMENT 
PLAN 
This folder describes an easy 
way to accumulate for the small 
investor. (163) 


THE BUSINESS OUTLOOK 
Written by a New York Stock 
Exchange firm. This folder will 
prove of great interest to the in- 
vestor. (164) 


BUILD AN INCOME 
A savings investment plan 
which will help the small in- 
vestor to build an income. This 
folder is issued by an old estab- 
lished bond firm in Chicago. 
(165) 


MEXICAN INTERNAL LOANS 


_ An_ up-to-date circular just 
issued by a firm that specializes 
in Foreign Securities. (166) 
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